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PREFACE 


The collection of overdue accounts involves a most difficult 
task. Two apparently opposing factors must be constantly kept 
in mind by constructive collection managers. These involve, as 
will be shown in the following chapters, the collection of a 
maximum amount of cash without any unnecessary sacrifice of 
good will and future patronage. One of the best ways of 
accomplishing the desired results of collecting the money without 
the loss of good will and at a minimum of outlay, is most likely to 
be found in the recognition and application of certain funda- 
mental principles which have governed the practices of the most 
successful collection managers in the country. 

The purpose of this book, therefore, is to present in a clear and 
concise manner the various methods and policies employed by pro- 
gressive collection departments, collection agencies, and attorneys 
engaged in the collection of accounts, and to point out possible 
improvements that may be inaugurated with advantage. In 
presenting the book to the public, while realizing that many 
volumes of a partially similar nature are already available, the 
authors feel justified in recommending it for two especial reasons. 
In the first place, the six chapters on collection department letters 
analyze the general problem more fundamentally than most other 
texts, and summarize the view points of a large number of collec- 
tion managers instead of giving merely the opinion and experi- 
ence of an author, or furnishing without comment large groups of 
letter systems. And in the second place the last six chapters 
give the credit manager an insight for the first time into the col- 
lection agency and attorney practice, and are sufficently tech- 
nical and comprehensive to be of value to collection agencies and 
attorneys engaged in the collection of accounts. 

The many individual letters and systems offered as illustrations 
are not artificially composed to fit certain cases, but are almost 
without exception taken from the field of practical business 
experience, and much of the information contained in this volume 


has never appeared in print. It is not intended, however, nor is it 
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recommended by the authors, that the letters or systems should be 
adopted bodily by any business house; for letters, however success- 
fully used by one firm, may prove to be inapplicable to the needs of 
another. An attempt has rather been made to present a 
sufficient number of actual plans in use, and to formulate princi- 
ples wherever possible, to afford ample opportunity for the 
de velopment of individual initiative. 

Although written primarily for the use of business men in the 
exercise of the collection function, either in the capacity of 
creditor, collection agency or attorney, the book contains infor- 
mation capable of very wide application in college courses where 
means of reducing economic waste through better methods and 
sound principles are receiving proper emphasis. 

It is a dificult matter to make proper acknowledgment to the 
many business firms and individuals whose time and information 
have been freely given. To all such, the authors express their 
hearty appreciation. Among those to whom especial recognition 
is due are: 

Covington, J. H., Mgr. Covington Collection Agency, Norfolk, 
Va. 

Grafton & Co., Publishers, London, England. 

Heinz, H. J. Company. 

Leggett, Francis H. & Co. 

Libby, McNeal and Libby. 

Mayhew, E. W., Mgr. Darragh Company, Pittsburgh. 

Menkel, Wm., Editor of the Bulletin of the Association of 
Commercial Agencies of America. 

Mills, A. C., Pres., Kemble & Mills of Pittsburgh. 

Moore, W. E., Gen. Supt. Dept. of Guaranteed Attorneys, 
United States Fidelity and Guaranty Co. 

Mutual Benefit Life Insurance Co., Newark, N. J. 

National Cash Register Company. 

Othmer, Henry, Secretary-Commissioner, The Wholesale 
Saddlery Association of the United States. 

Proctor & Gamble. 

Roberts Cloak Company, Columbus, Ohio. 

Ryan, Edward J., Secretary, Association of Commerical 
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Silliman, Kenneth G., Director of Service, The Credit Clearing 
A djustment Corporation. 
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COLLECTION CORRESPONDENCE 
AND 


AGENCY PRACTICE 


CHAPTER I 
THE PROBLEM OF COLLECTION 


While this text is intended to treat only the matter of col- 
lections by mail, it is deemed essential to analyze briefly the 
general problem of collections inasmuch as correspondence is 
only one of the various means at the disposal of almost every 
department, and as the system of letters is therefore dependent 
upon the general policy established. That the attitude toward 
collections on the part of business men differs widely and that 
there is no uniform policy generally accepted, are well known facts. 
This chapter will therefore merely state the difficulties involved 
and the present methods of solution, drawing such conclusions 
as experience seems to warrant. 

Place and Importance of Collections in Business.—A consid- 
erable part of the activity of some business firms, as well as some of 
the work of all firms that deal on a credit basis, is that which 
concerns itself with the collection of outstanding accounts. 
The firm which has reduced this necessity to a minimum, all 
other things being equal, has a decided advantage and is conse- 
quently ahead in time and money. Credit extension carries 
with it both an advantage and a handicap. The advantage 
lies in the fact that the opening of an account and the permission 
to pay for a commodity or a service at convenience instead of 
at the time of the purchase, attract the customer and so increase 
the business of the house. It is felt, and truly, that where one’s 
account is, there he will be likely to buy. The fact is, however, 
that many persons carry accounts in several competing firms 
and hence buy as unrestrictedly (as far as place of purchase is 
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concerned) as if they were cash customers shopping around 
from store to store. 

Yet there is a noticeably increasing tendency today on the 
part of business houses, even those of a retail character, to bid 
for credit customers—promotion campaigns going so far as to 
try to convert cash shoppers into credit customers, in an effort 
to secure them as more regular purchasers. The result is, of 
course, an appreciable increase in prices to cover the cost of the 
additional service rendered, though this cost may be offset in 
some instances by the saving attendant upon increased business. ! 

The handicap hes in the fact that a number of the credit 
customers of every firm—varying with the type of business 
and also with the methods and management of firms in the same 
category—fail to meet the agreements set at the time of the 
purchase or the opening of an account, either by allowing the 
account (which thus becomes a debt) to lag from month to 
month, or by failing to pay it eventually. The former 
situation causes the firm continual embarrassment, loss of time, 
and loss of money, both in the form of interest on money overdue 
and expense of collection. The latter possibility is, of course, a 
total loss except when a part may be recovered by suit or like 
drastic measure. Considering the handicap greater than the 
gain, there are always some business houses, though relatively 
few in number, which sell for cash only, and depend for their 
custom upon the advantage of resulting lower prices rather than 
upon the items of convenience and accommodation. 

The statement was made that comparatively few business 
houses operate on a cash selling basis, for the very foundations of 
modern business transactions are largely those of credit. Yet 
it stands to reason that the credit-allowing house which can 
keep its charge customers as nearly up to the contract as possible, 
thus eliminating as far as may be the trouble and loss attendant 
upon collections, is the fortunate or rather the successful firm. 
To a business manager it is not necessary to mention the fact 
that collection difficulties are among his greatest problems, and 
the outsider need merely attend any of the regular meetings of 


1 This will naturally not be interpreted to mean that a firm already on a 
credit basis will increase prices because of additional charge customers 
accepted, but merely that there is and ought to be a difference in prices of a 
credit extending and a non-credit extending business. 
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certain trade associations, or listen to business men’s discussions 
during depression periods, to be convinced of the fact. 

The question, then, as to how to handle collections successfully 
is a pertinent one, and several suggestions may well be made 
at the outset. 

Relation of Collections to Sales and Credits.—The collection 
function, whether it is in any given case conducted by a separate 
department, associated with credits, or handled, along with all 
the business of the firm, by a single group or even by an indi- 
vidual, is necessarily related, first to sales, and secondly to 
credits. It has also its occasional relations to adjustments. 
Managements make a blunder (and there are many available 
illustrations) when they permit these departments to operate 
tooindependently. Whenever the sales are pushed too vigorously, 
either by promotion campaigns or by salesmen urging customers 
to buy on credit beyond their limit or at improper times, or when 
credit is given too readily and too laxly, it is the collection 
function that gets into difficulty. And when the firm loses as a 
result, the fault must often be charged to the former two divisions 
and not to the latter. 

To illustrate from a later chapter, the experience of firms selling 
goods on the instalment plan will serve. There is probably no 
type of business in which more undesirable selling methods may be 
employed than in that of instalment sales of novelties and 
household appliances. Where inexperienced salesmen in house- 
to-house canvassing are not closely supervised, it has been a 
frequent practice as a final argument for the salesman to offer 
to advance the down payment for the customer. This can be 
done because in some commodities the initial or down payment 
is considerably less than the salesman’s commission. Hence it 
occasionally happens that department stores or other retailers 
carrying such goods find themselves in a position which necessi- 
tates the enforcement of collections on individual customers who 
have had an article in use for several months, in some instances 
many months, and have never made a single payment on its 
purchase. 

As far as unjustifiable credit extensions are concerned, it is 
necessary to go no farther back than the period of the recent war 
and its aftermath to find sufficient examples. The following 
casual conversation is pertinent. During one of the recent minor 
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depression periods a jobber in tobacco and cigars was discussing 
business conditions with a retailer of the same commodity. 


Retailer: ‘‘How’s business?” 

Jobber: ‘‘Bad. We’re doing no selling, attempting no selling. 
Just making collections—and collecting is hard.” 

Bystander: ‘‘Well, you know what’s wrong, I suppose ?”’ 

Jobber: ‘‘Yes, too easy credits.” 

Bystander: ‘‘I should think you fellows would remember the 
lesson learned right after the armistice.” 

Retailer: ‘‘No sir! Business men simply don’t learn that lesson. 
When business is good they just want to sell. Anybody gets 

credit.” 


FACTORS IN THE SOLUTION OF THE COLLECTION PROBLEM 


From the foregoing it is apparent that the collection problem 
reaches farther back than is ordinarily considered to be the case. 
In order to solve this problem there is need for the adoption of 
several principles. 

A Sane System and Practice of Sales.—-A consideration of 
prime importance is that relating to the adoption of a rational 
system and practice of sales. Because of the ambition to sell 
more and more merchandise, especially on a charge basis, business 
houses invite mediocre accounts. They urge the customer, 
whether retailer or individual, to buy and buy more—not 
taking sufficiently into consideration the needs and the financial 
possibilities of the customer. There is here, therefore, the germ 
for collection difficulties. 

To illustrate from an actual occurrence, a customer from a small 
town wrote to the shopping service bureau of a large department 
store for suits for two boys. <A certain grade of clothing was 
described. The service department sent suits of a higher quality 
and price than were called for, urging the better “value” of the 
commodity. Additional and supplementary goods were also sent 
in the package—not on approval, as that would have violated a 
local agreement, but actually charged on account, to be credited if 
returned. The merchandise was bought and the account duly 
opened. A second and a third sale were made in the same way, 
the customer paying only a part of the amount due when each 
month’s statement was rendered. The result was a dragging 
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account, a strained situation, and eventually serious collection 
complications. The following letter is also illustrative of the 
contention that sales are pushed too freely for general credit 
conditions: — 


106 South Bend Ave. 
Seattle, Wash. 
Dear Friend: 


This month we are celebrating the occasion of our 22nd. 
Anniversary in Business. During this time we have made 
over a million satisfied customers who find it a pleasure to 
deal with us, and who look to our friendly stores for clothing 
needs for the entire family. 


To celebrate our Anniversary befittingly, we enlisted the 
cooperation of a number of nationally known manufacturers of 
high-grade apparel and were able to procure, at liberal price 
concessions, hundreds of stylish, high-grade spring and summer 
garments for men, women, and children. These we can hon- 
estly say are the best values to be found in any store, cash or 
credit, and actually save you 15 to 35 per cent on every pur- 
chase. 


In addition to the wonderful values offered, we are extend- 
ing most Liberal Terms of Credit on any purchase you make. 
During this event you do not need any outlay of cash—simply 
select any of the hundreds of new spring styles and tell us to 
“Charge It.” 


Come and help us celebrate. We will welcome the oppor- 
tunity of showing you our smart, popular-priced styles. 
Yours very truly, 
Tue L. C. Cioruine Co. 


Conservative and Selective Plan in Credits.—The second 
requirement for a proper solution of the problem consists in the 
adoption of a more conservative and selective plan in the Credit 
division. This involves, first, rating the customer when the 
first charge is accepted, not after the account has stood for a 
month; and not merely rating the reliability and financial stand- 
ing of the individual in a risk class, but actually making a note 
of a reasonable amount to be allowed charged per month. This 
is quite generally the custom among wholesalers, but not at al] 
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common with retailers. In the last analysis the majority of 
retail customers have a definite purchasing limit, beyond which 
they cannot safely buy in any given group of needs. This 
rational limit is surprisingly low. The owner of a fair-sized 
furnishing establishment reports that the average maximum 
limit per month of all his customers is below $25. It is there- 
fore unwise for him—or anyone—to allow an indefinite credit 
extension to his customers, and he restricts his charge customers 
to approximately their actual allowance, if it might be so called, 
for that particular group of items in their expense budgets. 

Such a plan involves, secondly, keeping the customer within 
his rating as judged by his prompt payment of the entire amount 
of the month’s statement, making allowance, naturally, for 
emergencies. It is quite a common practice to permit a customer 
to buy additional goods on credit when there is already an unpaid 
account of some considerable time. Wholesalers and retailers 
alike are lax in this respect, though the former are awakening 
to the error of the practice before the latter. The two following 
accounts are examples: 


In account with a retailer: 








Date Item | Debit Credit ed ee 
amount due 
Depts. 1. | Balances ion. peel = scene Ieee $ 20.00 
OM hOvercodteas] eee SGOF00Rs tay Boe 80.00 
Biles ASHI bose sae ase ALQO" We ctkee tee 84.00 
Oct. 1 @sighie. sore ce on an lb eens $30 .00 54.00 
Hie Children’s suits... . AT 00M) © 2 one 101.00 
20 Gang. ots cacae’ SEO. tte ae ae 104.50 
INGvegelte al (Cashe. (eae Ror eee 40.00 64.50 
TAY SHOES sich cw 233550 tal eee estes 88 .00 
26) |MDresst s0y aces LS OOP N= cere ees 106 .00 
Dec. 1 CaS er rea eas Gel ae 35.00 71.00 
Dy AN ELOY Brgy. 5's Semis a LO SOO: pitta. Seen 81.00 
BOE | OVS aexweonns ted OOO: weeds eae 86.00 
22” \ SUOCKINES 225.5 c5le = GOO | ee zens oe 92.00 
Janeeel: CASE Sate ctct eae on eat edeepe 20.00 72.00 


The above account shows a moderate instance of overbuying 
on the part of the family. The monthly “‘allowance”’ or justi- 
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fiable buying in this group of needs, judging from seeming ability 
to pay, would not be much over $30. 


In account with a wholesaler: 











Date Item Debit | Credit Last figure is 
amount due 
Papi ESN EE ee lL ayoleeecs. J) ce ee dis a's $ 400.00 
(el poe A EA S500 OO NS castes. 3 900.00 
Octme2 Oma t@ashvrises acs e535) Ss see $350.00 
AUN EMIGSES cig. cia'e aid 65 ZOO OO" Ce: 750.00 
PL WAAC ee sc so 2 FOO OOS Pe ees taes 1,450.00 
ee c NEAT er cer Sic sil so 8 aad 400.00 1,050.00 
Wecre Om MdSel 4.0% cc e AUDACO |) Sascoac 1,550.00 
20 IMIGSES oe one a ee Z00R00 5s |e eee 1,750.00 
ariel | @asniemrmrrrnre, oh ee ds, bstet 500.00 1,250.00 





The above credit picture like the preceding fails to justify 
itself and represents a policy that courts collection difficulties. 

The third element in the plan suggested involves increasing 
the amount of the customer’s credit limit as he merits. This is 
unquestionably a safer, better, and more profitable policy than 
having to reduce the limit or cut the customer off after an 
embarrassing and relatively expensive process of collection. 

A large wholesaling establishment might be cited which 
represents a somewhat rare but progressive type, whose sales are 
regularly made on a 30-day basis. This house is one of the most 
successful of a small group in a given territory. Its policy is 
to insist upon payment at the time it becomes due, and the 
number of accounts carried over that period is kept at a min- 
imum. This number is unusually small. When a customer 
shows signs of becoming chronically dilatory, orders are refused 
until past payments have been met. And if occasion demands, 
the customer is kindly told to purchase elsewhere. One of the 
advertised maxims of this firm is: ‘‘ We insist upon selling the — 
best merchants and upon getting our money.” The collection 
losses are a ridiculously small fraction of 1 per cent. If more 
wholesalers, and for that matter retailers, would adopt a similarly 
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firm policy, the number of ‘‘best merchants” would certainly 
increase. 

There are many wholesaling organizations of the other type, 
firms which sell on a 60- or a 90-day basis, whose accounts are 
allowed to lapse and are carried on a purely instalment paying 
basis, with orders taken from month to month and from season to 
season, equivalent in amount or above the payments made. 
These firms have the larger collection costs and losses, and it is 
a question whether the business retained by such a ‘‘ generous” 
policy pays for the losses thereby incurred. Naturally there 
are wholesalers selling on a 90-day basis who require prompt 
payment, and possibly those selling on a shorter credit term 
who are lax. The examples cited are chosen merely to show 
the discrepancy in the two policies. In the accounts quoted 
heretofore (pages 6 and 7), the customers in question either could 
not pay or would not. In either case (except, of course, where 
information is at hand showing that a temporary incident has 
interfered with the customer’s regularly established habit of 
prompt payment) it is evident that a firmer hand and a less 
liberal policy would increase promptness. This will involve 
occasionally the loss of a customer, which, though it be undesir- 
able from an absolute point of view, may yet be no disad- 
vantage when relatively considered. And furthermore, as the 
customer will be lost to some competitor in the same field, it 
will require merely coordinate action on the part of competitors 
to educate the customer in promptness. A glance at trade 
association activities of the present generation will show that 
the trend is in this direction. The trades are careful and ener- 
getic in cooperation for advertising the non-paying and even the 
slow-paying credit customers. They should and will in time 
start farther back, and cooperate in more limited and rational 
ratings and in methods of preventing rather than curing lapses 
in payments. 

It should be understood that the foregoing statements 
recommending or even urging stricter treatment of retail cus- 
tomers on the part of wholesale firms, refer only to those retailers 
who may be classed as chronically and intentionally dilatory. 
There are many instances of worthy retailers whose very business 
existence or continuance has been made possible only by the 
patience and generous treatment accorded them by their 
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wholesale suppliers. Such a policy on the part of wholesale 
houses is a farsighted, wise, and in the end profitable one, and 
tends at the same time to promote legitimate business in the 
community. 


COLLECTION METHODS AVAILABLE TO CREDIT DEPARTMENTS 


Telephonic Communications.—The ways and means of 
bringing about collections have been modified noticeably in recent 
years, partly because of the changed attitude toward accounts 
outstanding, and largely because of the modern developments in 
communication and intercourse. Telephones, local and long 
distance, are used to some extent. But this method of collection 
is by no means entirely satisfactory and often tends rather 
toward increasing an embarrassing situation than toward 
relieving it. In wholesale houses, it is true, where salesmen take 
a considerable part in the function of collections, the same 
telephone conversation frequently accepts an order and arranges 
a settlement for past due payments. In any business, whether 
wholesale or retail, telephones are a supplementary factor 
in securing from a delinquent, information that will be of value 
in assisting the collection department to decide upon and select 
the proper plan of action. 

Personal Calls.—Such calls by salesmen or by representatives 
of the collection department form another method much used, 
especially now that the automobile has made access easy and 
speedy to almost any customer within a reasonable distance. In 
retail stores with their thousands of small, individual accounts, 
this plan is hardly practicable, except in the case of extreme 
delinquency or where comparatively large sums are involved. 
Every collection man occasionally has a unique and interesting 
case, as a result of which, after the regular means have been 
futilely exhausted, he exclaims: ‘‘I’m going out to see that 
fellow.” Such cases are, however, rather instances of satisfying 
curiosity than of following a policy. But among wholesale firms 
the practice of collecting by personal calls is very common, and 
there are many such houses supplying a limited field that use this 
plan almost exclusively. When this is the case it is especially 
necessary that sales, credits, collections, and adjustments be han- 
dled, not necessarily by one department, but at least by groups 
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operating in close coordination and harmony, and passing along all 
pertinent information promptly. Embarrassing and costly mis- 
takes have been made where such cooperation was not perfect. 
Collection departments have taken drastic action while salesmen 
have been securing palliative information and carelessly with- 
~ holding it. Additional orders have been allowed a customer 
whose rating has already been lowered by the credit department. 
Collections have been insisted upon while the adjustment depart- 
ment has been considering a claim. In all such cases, immediate 
reports by the groups concerned should have been filed, and thus 
the possibility of error would have been obviated. 

Collection Correspondence.—It remains, then, for the written 
communication to carry the bulk of collection activities, and 
that for a number of strong and valid reasons. 

1. Distance and Economy.—While, as has been stated, personal 
calls can be made with comparative economy where accounts 
are large and customers located within reasonable distances, 
there are always in every business, numbers of customers who 
cannot be practicably reached except through the mails. The 
cost of a letter is not in itself inconsiderable, but when compared 
with a personal call it becomes negligible. Especially when it 
is considered that a single call does not ordinarily result in 
collection, but that application must often be made several 
times, correspondence becomes an _ indispensible means _ if 
expense is to be taken into account. 

2. Confidential. Communication.—The letter is recommended 
also by the fact that it is a strictly confidential means of com- 
munication, whose contents are necessarily known only to the 
writer and the person addressed. Where the firm is dependent 
upon the personal call plan, it often happens that successive 
calls are made by different persons, and hence a matter in itself 
somewhat private must be discussed with several parties. It 
may be added that under such circumstances a perfect agreement 
is difficult and misunderstandings are easily created. In like 
manner the telephone is not a private and confidential means 
of communication. 

3. Permanent and Available Record——Again the letter is the 
only plan whereby the firm is sure of the details of the transaction. 
Personal representatives, however experienced and well informed, 
frequently express opinions which the firm would not approve 
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or which are open to different interpretations. Such statements, 
once made, involve the house in a contract difficult to avoid, 
or may entail the refusal of a demand on the part of the customer 
which tends to estrange him. A letter, in contrast, is a written 
record in the possession of both parties and cannot well be 
denied or misunderstood by either. As far as concerns the firm 
making the collection, the letter is also a record for the various 
departments, and the carbons, having been once properly filed, 
furnish the necessary information for all departments and 
prevent the possibility of incorrect action on the part of any of 
them—as referred to heretofore. 

4. Effective Control of an Established Policy.—Correspondence 
furthermore admits most satisfactorily of the establishment of 
a policy, the adherence to it in so far as the head of the depart- 
ment sees fit, and his personal contact with the individual cases. 
Every collection manager has his own idea as to how his 
cases shall be handled—and there is great difference of opin- 
ion both in theory and in practice. When collections are made 
by the personal call method and it is necessary for the manager 
of the department to delegate the handling of cases to associates 
and assistants for personal attention, he must necessarily entrust 
some cases to persons who are less well equipped and experienced 
to conduct them than he is himself. All other things being equal, 
therefore, less satisfactory results, and in the end less effective- 
ness, must follow. But where correspondence is the means of 
collection the manager can keep under his own personal super- 
vision a much larger number of customers, and hence he is 
assured that collections will be made in exact accordance with 
his own policy. In other words, the collection letters of the 
head of the department (especially those of a personal nature) 
are likely to be more successful than the personal treatment of 
many subordinates. Collecting outstanding accounts is a diffi- 
cult and delicate task, requiring insight, experience, power of 
analysis and patience; and there are very few persons equipped 
to accomplish the desired results. 

The Dilemma—Cash or Goodwill.—The foregoing arguments 
are intended merely to set forth some of the merits of collection 
correspondence, and in no sense do they imply that in many 
instances, and in some types of business, other methods are 
not more applicable and successful. But whatever means are 


12 COLLECTION CORRESPONDENCE AND AGENCY PRACTICE 


employed for collection, there are always the two items to be borne 
in mind and their comparative importance in any given case to 
be balanced, each against the other—can payment be obtained 
and the customer retained? If not, which of the two results 
is the more desirable? This frequently resolves itself into the 
practical question of a choice between cash and goodwill. The 
problem will be given more detailed treatment in a succeeding 
chapter. 


CHAPTER II 
A SATISFACTORY LETTER 


This chapter and Chapter III will be devoted to a brief discus- 
sion of the characteristics of a successful business communication 
and of the most ordinary faults that interfere with success. Such 
a discussion would apply largely to any type of business letter, but 
has been adapted in this instance as far as practicable to collection 
letters, the illustrations having to do almost exclusively with 
collection problems. 

Definition.— Business letters form a very large group of 
correspondence and include in their number those types, such as 
sales, adjustments, credits, and collections, which are sent out 
by profit-seeking organizations, as well as those which represent 
the correspondence of organizations, governmental or private, 
whose purposes are culture, education, religion, or social and 
civic reform. In either case the object of the letter is to obtain 
results, which in the former instance will be in the form of profits, 
in the latter in that of some other accomplishment. 

Two Kinds of Letters.—Considered from the viewpoint of 
successful accomplishment of the object intended, there can be 
only two kinds of letters—those which would under normal 
circumstances tend to gain results, and those which would 
under normal conditions not tend to get results. The first- 
named are satisfactory letters, the second class, necessarily 
unsatisfactory. In this definition, the expression, “tend to get 
results,” is advisedly used. For it is, of course, obvious that 
many satisfactory letters may be prevented from getting the 
desired results and likewise that unsatisfactory letters may seem 
to get results. Misdelivery, loss in the mails, or like incidents, 
may cause letters to fail by default. A sales letter may fail 
because it comes unseasonably or has been preceded by some 
effective competitive letter or agent. A collection letter, 
however well written, cannot bring cash results if the customer is 
absolutely unable to pay. 

13 


14 COLLECTION CORRESPONDENCE AND AGENCY PRACTICE 


On the other hand, bills sometimes are paid immediately 
after the receipt of a collection notice or letter though the 
latter may have had little or nothing to do with the matter. 
And frequently sales follow upon sales letters in a way to indicate 
that the two have been cause and effect, when indeed the cus- 
tomer was influenced entirely by some other form of advertising, 
or bought, unaffected by any cause other than a real feeling 
of need. 

A Satisfactory Collection Letter.—Granting, then, that a 
satisfactory letter is one which tends to get results, and remem- 
bering the double function of collection, it is evident that the 
satisfactory collection letter is the one which secures payment of 
the account or information on the cause of non-payment, and 
does not offend the customer. 

Problem of a Letter.—What is the problem, now, that every 
business letter has to face, and what equipment is necessary 
that the problem may be successfully met? Compare for an 
instant the opportunities for a sale, of an agent face to face with 
his prospect, with the chance of success of a letter in the hands of 
the latter. The salesman has the advantage of the use of modu- 
lation of voice, expression, and gesture to bring home his argu- 
ments. He, furthermore, may study the effect which his words 
have. Ifa part of his talk fails to convince or awakens unfavor- 
able response, he may quickly leave it for another avenue of 
approach. He notes the reaction of his efforts and concentrates 
upon those features which are producing the proper effect. 
But the sales letter is a completed production which succeeds or fails 
according as it has been well or poorly composed and pre-adapted to 
its reader. In like manner the collection letter must be self-suffi- 
cient. It must do its own work in a satisfactory manner and get 
the intended results, without assistance from another source, or it 
is a failure and might as well not have been written or sent. 

As has been said in the preceding chapter, however, business 
letters have some decided advantages over personal interviews. 
In the case of collection notices, the very lack of personality 
frequently saves embarrassment, and the absence of the collector 
eliminates the possibility of disagreement. Furthermore a 
telephone call or a personal call, coming at an unfortunate time, 
may at once cause antagonism, while the letter or notice will be 
read at leisure and may thus awaken a sympathetic response. 
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Perfection the Aim.—The letter, therefore, in order to be able 
to stand upon its own merits must be as nearly as possible perfect 
in detail. The time-worn statement of the single weak link in an 
otherwise perfect chain is entirely applicable. In business 
correspondence there are unfortunately innumerable weak links— 
errors, neglected opportunities, misconceptions—many of which 
pass unnoticed and hence do no damage; any one of which, 
however, may be sufficient to stand in the way of the success of 
the communication. It behooves the writer therefore to 
make his production so nearly perfect that no neglected 
detail shall handicap and no error detract from the chance of 
success which the letter may have. 


FACTORS TO BE NOTED 


The possible blunders in letter-writing are many. The most 
important features will be briefly considered. 

General Appearance.—The first impression one gets from a 
letter is that of its general appearance. If this impression is to 
be favorable it is obvious that the letter should be prepared and 
set up in a neat, orderly, and careful way. The letterhead 
should be simple, the paper of good grade, the type neither 
unusually heavy nor light, the spacing and margins to suit the 
size of the paper and the length of the letter. There is, of 
course, something to be said for standard size of sheets. But 
more important is the adaptation of the message to the sheet. 
Every business man has seen some unusually dignified looking 
letters on irregular or odd-sized paper, and it is not necessary 
to say that numberless letters are sent out on regulation paper, 
so slovenly in appearance that they should never have been 
permitted to leave the office. In the following illustrations 
compare, for appearance only, the effect of letters in group 
(1) with those in group (2). It will readily be seen that the first 
two letters are in appearance neat, orderly, and attractive. 
Letter (1) in the second group is set too high on the page and the 
margins are too narrow; while in the second letter in group two, 
margins and indentations are alike irregular. 
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Group 1—Letter 1. 


THE JACKSON COMPANY 


INDIANAPOLIS, IND. 


Jan. 7, 1924 
Mr. Frank S. Jacobs 
Sterling, Ind. 


My dear Sir: 


You no doubt received the last state- 
ment sent you showing items open on your account, 


which included the past due charge shown below. 


We did not consider it necessary to 
bother you with a letter, as we felt the bill 
had escaped your attention, and you would send 


a remittance on receipt of our statement. 


Your check has not been received and 
we now ask that you kindly give the matter atten- 


tion at your earliest opportunity. 
INVOICE (date) (amount) 
Yours very truly 


THE JACKSON COMPANY 
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Group 1—Letter 2. 


D. L. Fixtanp Home of Quality 
President 


THE CENTRAL COMPANY 


CATALINA, OHIO. 


June 7, 1924 
Did you receive your item- 
ized statement for the above 
account? If not we will be 


glad to mail a duplicate. 


If the statement was re- 
ceived, and found to be cor- 
rect, your check would be very 


much appreciated. 


Yours very truly, 


THE CENTRAL COMPANY 


Credits 
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Group 2—Letter 1. 


June 17, 1924 
Mr. J. S. Robinson, 


Frankfort, N. J. 


Dear Sir: 


You have been written several times regarding 


the bill shown below and we have had no reply. It is 


quite possible that you are waiting for us to draw on you. 


In case we do not hear from you, we shall (one 
week later) draw a sight draft on you for the amount. 
We prefer direct remittances, and if you are of the same 
mind, please send a check to reach us before the date 
mentioned. 


INVOICE (date) (amount) 
Yours very truly, 


WIGGAM and CO. 
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Group 2—Letter 2. 


Mr. Frank Kennedy, 
Kennedy and Bilham, 
Waketa, Ill. 


Dear Sir: 


We wish to thank you for your check 
covering bil] of . ... , but note you have deducted discount 


of $..- . . This discount is only earned and 


allowed when payment reaches us within 10 days from 


date of invoice. 


We are crediting your account with the amount of the dis- 
count evidently deducted in error, but we trust 
you will instruct your bookkeeper to forward checks 


in future so as to reach us in 10 days when discount is desired. 


Thanking you for your cooperation in this 


important matter, and always happy to serve you. 
Yours truly, 


SMITH PRODUCE CO. 
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Standard Usage versus Freakishness.'—The advantage of 
following the lines of standard usage in the form of letter-writing 
is, that such practice reduces the possibility of detracting from 
the message itself. It will be noted that display in advertising 
and sometimes in sales letters, and likewise unusual departures in 
the letter, are intended to draw attention to these features them- 
selves. But in simple correspondence and especially in collection 
letters the interest lies in the message and not in the carrier. 
Hence anything out of the ordinary in the paper or the type 
attracts attention to these features and detracts from the vital 
message. Here are meant such peculiarities as gaudy colors 
of paper or type, ultra revised spelling and the like. A single 
example will serve to illustrate. 


Dear Customer: 


You hav ignord every notis or letter we hav ritten you 
about yur account, and now we must resort to drastic 
mezures. You cannot afford on account of carelessness to 
sacrifis yur position for a dett that you know shud be paid 
promptly. 


Now, dear customer, this is our final word; if you do not 
make up all yur back paments at once, you will hav to deal 
with our attorney, and you know that is not plesant. 


Yurs truly, 


Correctness.—One of the most elementary and at the same 
time most inexcusable of the causes which result in ineffective 
writing is lack of correctness in the use of English. In many 
instances the writer is either grossly ignorant of the funda- 


1The letters offered in this chapter and the succeeding one, used to 
illustrate possible defects in letter writing, are not the worst examples that 
might be found or composed. It is not the purpose of this text to give 
startling and unusual illustrations drawn from remote sources. The state- 
ment has been made heretofore that large numbers of letters sent daily 
through the mails and coming from representative, standard business houses 
are of mediocre grade. It is this normal correspondence that the authort 
desire to improve. The errors listed and illustrated, therefore, indicate the 
lack of attention given this matter by firms and business men who are in 
other respects more particular. 
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mentals of language or careless in its use. For the former there 
is certainly no reasonable excuse. No person should be intrusted 
with any of the correspondence of an office who cannot write 
correctly. Correct writing is one of the first and simplest of 
the requirements to be met. Those who must write business 
letters and are not equipped in this respect, should study care- 
fully and continually any one of the many little pamphlets or 
_ texts available on correct diction. Frequently there are listed 
in these books the mistakes most commonly made. In like 
manner it is inexcusable for one in charge of correspondence to 
make errors repeatedly through carelessness. In the mad desire 
to ‘‘empty the letter basket” and so ‘‘finish”’ the duties of the 
day, there is a temptation to dictate with overhaste and undue 
consideration. <A letter may or may not be doomed to failure 
at the outset because of its faulty English, but it is certainly 
not wise or safe to take a chance on the ignorance of one’s corre- 
spondent. The paragraph following is taken bodily from the 
return corner of an envelope bearing the name of a prominent 
Chamber of Commerce, and is evidently intended to advertise 
the town. Undesirable as the paragraph may be in other 
respects, the error ‘“‘Where fuel . . . meet,” is especially 
noticeable. 


. Where fuel, from the world’s richest mines, float- 
ing down the Ohio, meet the inexhaustable raw materials 
from the Great Lakes, in their descent through the famous 
valley of the Narveda, where these finished products find 
their way, vza rail and water, to the markets of the world. 
Yes, this is indeed the city of Success. 


The communication given next is a collection form letter sent 
out by a well-known firm to hundreds of delinquent customers. 
The reader’s attention is called to the unfortunate error in the 
opening sentence, and its repetition in the second paragraph— 
“As a customer, ... = I am anxious to know...” The 
writer is not the customer. 


22 COLLECTION CORRESPONDENCE AND AGENCY PRACTICE 


McJones DEPARTMENT STORE 


Austin, Texas 
Mar. 18, 1922 
Dear Mr. Timson: 

As one of our customers whose charge account has been 
for some time overdue, I am anxious to know whether this is 
because of any error of ours in making out the statements 
or whether information which we should have received has 
miscarried. 

As a customer whose account we value, I wish to be sure 
that there are no misunderstandings, errors, or unavoidable 
misconstructions before I come to an unfavorable conclusion 
on this account. 


You have failed to respond to our previous letters and 
I wish to urge you in your own interests as well as ours to 
send me a check or information at once. 


Very truly yours, 


CrepiTt MANAGER. 


|. Brevity or Length.—There is naturally no standard for the 
length of letters in general, but any given letter will have its 
natural limits. A sales letter of a full page or the answer to 
an inquiry of similar length may be too short, and a collection 
or a credit letter too long at half a page. The only criterion 
is the completion of the required message. To state it dif- 
ferently, a letter is too long which includes more than is necessary 
for the purpose to be attained. A letter is too brief if any essen- 
tials are omitted—if it is incomplete. Letters are more often 
too long than too short. Most letter writers, like many public 
speakers, find it difficult to confine themselves strictly to the 
matter in hand and express themselves too fully and repeatedly. 
To correct this fault the writer must develop the ability to 
condense. He must strive to overcome mere wordiness. 
He must avoid repetition, except in such cases where emphasis 
and effect are gained by it. Collection letters should be, in the 
main, short, though they may vary considerably in length, as 
will be seen. 
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As just stated, more letters are unsatisfactory because of 
unnecessary length than the contrary. But there are many 
examples of the opposite tendency. If a sales letter is too brief 
it will in all probability fail to be convincing. Adjustment 
letters if not fully explanatory become abrupt and may cause ill 
will. Collection letters are often too curt and thereby give 
offense where goodwill might be retained. The sample letters 
given below will illustrate some of the cases referred to. 


Mr. Jackson Smith, 
City. 


My dear Mr. Smith: 


We look upon you as a friend and customer of this store, 
one who has received fair treatment and the benefit of our 
various forms of service and who has never had cause to 
complain. We feel sure that you will agree with us in this. 
We therefore appeal to you to favor us with a remittance 
amounting to$...... covering your past due account. We 
have already called your attention to this account by means 
of an itemized statement followed by letters, and regret the 
necessity of again calling your attention to this matter. 
With the thousands of charge accounts that we have, we 
must insist upon payment of accounts when they become 
as much past due as yours is. 


You will undoubtedly agree with us that we are entitled 
to your remittance and trust that you are in a position and 
will see fit to remit by early mail. 

Very truly, 


Toe X.,.Anp T. Co. 


The above collection letter though not of great length is 
still too long for its purpose. There are in it both repetition and 
unessential details. 

The following promotion letter, on the other hand, though 
of considerable length is yet too short, in that an explanation 
of the plan which distinguishes this company from all others is 
entirely missing. 
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Tue RELIABLE BUILDING AND LOAN Co. 
Authorized Capital, $2,000,000 


Chicago, IIl. 
Oct. 12, 1923 


To Our Friends and Patrons: 


We introduce to you hereby our new Thanksgiving 
Savings Club, which we believe has many advantages over the 
various Christmas Savings Clubs in other financial 
institutions. 


The members of our Thanksgiving Savings Club receive 
5 per cent, which is a much better rate of interest than is 
received by members of Christmas Savings Clubs. Their 
money is available for Christmas shopping much earlier, 
while selections are good and prices are normal. 


The wisdom of our Flexible Plan is more and more appar- 
ent as the years roll by. Right now, the demand for money 
at 7 per cent on strictly gilt-edged first mortgages on homes 
at not to exceed 50 per cent of their actual value is much 
greater than the supply. Therefore justice demands that we 
shall continue to pay our depositors 6 per cent. 


The greater our institution, the greater service we shall be 
able to render the home builders of this community. We, 
therefore, desire to build up a still greater institution; 
but were it impossible for us to do this by honorable means, 
without resorting to innuendo and false and malicious propa- 
ganda, we should prefer to mark time. Our 22 years of 
careful, conservative management, with no loss to depositor 
or stockholder, has established us in the confidence of the 
investing public. 


Hundreds of people, who for a time were misled by vicious 
propaganda and were induced to accept less than the actual 
market value for their money, now that they realize the 
truth and appreciate honorable business methods, are placing 
their money with The Reliable, where they receive its 
actual market value. 

Very truly yours, 


WILuiAM Z. DANTINE. 


President. 
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In contrast, the following letter forms a complete message, 
and is therefore sufficiently long for the purposes intended. 


AGENCY OF THE CENTRAL INSURANCE COMPANY 


Kansas City, Kansas 
Mr. George Dougherty, 
1932 Waldeck Ave., 
Jacklin, Mo. 


Dear Sir: 

The attached draft is in settlement of the account stated 
below: 

Dividend due 3-30-24 in the amount of $11.68 


Very truly yours, 


General Agent. 
October Fourth, 1924. 


Ene. 


A Central Idea.—The letter writer must always consider the 
questions, What is the purpose of this communication? What 
do I expect it to accomplish? The average business letter 
(and certainly the collection letter) does not cover many separate 
points unless it be in the form of a report. A promotion letter 
calls attention, let us say, to a seasonal display of goods. A 
sales letter sets forth the merits of some one commodity. An 
adjustment letter makes explanation of the cause for delay, 
damage, or misdelivery, and grants or refuses the claim. In 
like manner a collection letter mentions a past due account, 
requests information in explanation of the same, insists upon 
payment, or threatens suit, according to the stage of the corre- 
spondence. But these are always with reference to some specific 
item. In any case, then, it is possible, or rather essential, that 
the writer be at the outset conscious of a specific argument, 
explanation, or question, the presentation of which will constitute 
the body of his letter. If this is not the case, how can the corre- 
spondent possibly understand the message and answer it intelli- 
gently? The lack of such a nucleus is one of the most common 
causes of failure because of misapplied emphasis. 
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In the second letter following, (response to the letter just 
preceding it) the writer has, either purposely or through ignorance 
and lack of understanding, laid stress upon a detail which has no 
bearing on the question involved, and has failed to satisfy the 
conditions asked. In other words he has missed the central idea. 


Sept. 22, 1924 
J. C. Jones, Grocer 
Rockway, Md., 
Dear Sir: 
Your account sold on a 30-day basis is overdue. I regret 
to say that the order just received cannot, in accordance 


with our policy, be filled until we have heard from you 
satisfactorily with respect to the amount you already owe us. 


I trust that you will see this situation as we do and that 
you will immediately send us a check in order that we may 
send out the goods which you need. 


Very truly yours, 


BROWN AND COMPANY. 


Sept. 25, 1924 
Brown and Company, 
Wholesale Grocers, 
Baltimore, Md., 


Gentlemen: 


I have just received your letter dealing with my account 
and the recent order. I hope to send you a check in a couple 
of weeks. As to the goods I have ordered, I will ask you 
to change the canned tomatoes from the Ivesdale to the 
Luxury brand. I have not recently found the former brand 
quite so satisfactory. Customers complain that the 
tomatoes are flabby and lack taste. So I will try the others. 


Very truly yours, 
J. C. JONES. 


Sequence or Continuity of Thought.—A rambling letter, one 
in® which the thought is not connected but wanders in haphazard 
fashion, will not normally gain results. Recall the illustration 
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of the problem of a letter as compared with that of a person in 
conversation. A letter to gain its end must convince the reader 
of the truth or justice of its contents. The reader may be 
entirely disinterested in the latter or even averse to the purpose 
therein contained. So far from creating an interest or furnishing 
a connected argument, the letter following is so loosely and 
illogically couched, that one finds it difficult to follow the idea. 
What chance of success, then, has the communication? 


Marietta, Ohio, 
Sept. 26, 1924 
Dear Sir: 
What shall we think? 


We feel that you want to keep the washer which we sold you 
some months ago. 

There is no fairer or squarer class of people anywhere than 
the men and women of the United States. When our 
representative turned in a sale agreement, duly signed by 
you, we felt sure we might expect payment as promised. 
But this is our third reminder. 


Most of the people who are our customers are conscientiously 
fulfilling their contracts. As a fair and square citizen 
you must realize that we cannot submit to further unneces- 
sary expense. 


We feel certain that it is not your intention to have your 
account classed as “delinquent.” 


Your account as you must know is overdue. Is there any 
error in our records? 


Please enclose your check in the accompanying envelope. 
We very much appreciate your trade. 


Very truly, 


The particular type of sequence will vary. In some instances, 
as for example in certain reports, the sequence is necessarily 
one of dates or time; while in others, chronological sequence 
would be fatal. Sometimes a definite statement at the beginning 
is effective, followed by a detailed explanation as to how the 
conclusion was reached. And conversely, it may be desirable 
to outline the argument step by step and draw the evident 
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conclusion therefrom. Illustrations for each plan will readily 
offer themselves. But whatever the method, a definite purpose 
must be in the mind of the writer of a letter, and this purpose 
must be developed in a natural and orderly way. 

The three succeeding letters illustrate respectively: (1) 
undesirable application of the chronological order; (2) the 
conclusion of investigation properly at the start; and (3) the 
conclusion of analysis properly at the close. 


(1) 
June 10, 1924 
Dear Sir: 

We very much appreciate your letter received today 
stating that a blurring of figures in our previous communica- 
tion leaves you in doubt as to the correct amount now due 
on your account. 


Your purchases during February amounted to $16. On 
Mar. 6 we charged your account with $7.50, on Mar. 24 
with $9.25 and on Apr. 3 with $5. At the end of April you 
send a check for $20. This leaves at the present time a 
balance due us of $17.75. We will be pleased to receive your 
check for this amount at your early convenience. 


Very truly, 
A proper sequence in the second paragraph would be: 


(2) 


The balance due us at the present time is $17.75. This 
will be plain from the following transactions: Your purchases 
during February amounted to $16. On Mar. 6 we charged 
your account with $7.50, on Mar. 24 with $9.25 and on 
Apr. 3 with $5. At the end of April you sent a check for $20. 
We will be pleased to receive your check for the balance at 
your early convenience. 


A more businesslike way to handle the matter would naturally 
be the following: 


The balance due us at the present time is $17.75 which 
can be verified from the accompanying itemized statement. 
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(3) 
May 15, 1924 
Dear Sir: 


Your recent letter has been received in which you ask 
for further time to pay your obligation to us. Let me 
review to you the main facts in connection with this account. 


Your credit limit on our books has been by agreement 
$500. At the end of February your account stood $400 in 
our favor. At the end of March your obligation was $750 
which we allowed because of certain conditions which 
you mentioned. During the month of April you called for 
certain adjustments because of the condition in which some 
of our shipments reached you. The adjustments were 
made by us promptly, but you still owe us $725, and the 
greater part of this has been due for three months. 

We have already shown greater leniency in your case than 
is our custom and cannot therefore grant your request 
for a further extension. We must ask you to remit the full 
amount due at once. 

Very truly, 


To review the foregoing suggestions and restate the various 
items in brief, it will be evident that the writer of a business 
letter should always at the outset be conscious of: 

1. A definite purpose to be fulfilled. 

2. The several available factors considered to be contrib- 
utory to attaining the end sought. 

3. The order in which these factors should be used, that 
the combined results may be most effective. 


CHAPTER III 
LETTER STYLE AND APPEAL 


Up to this point those characteristics of letter-writing have 
been discussed which, though not entirely mechanical in their 
nature, at least deal with the formal features and less with the 
content. It is now intended to analyze the more subtle elements. 
.Even more necessary to the effectiveness of a letter than its 
evident force, are the enthusiasm, style, and appeal by which 
the thought and the point of view of the writer are transferred 
to the reader, in the message. Letters are too frequently written 
perfunctorily. No energy or talent has been expended in their 
production and they will operate with no energy. They were 
conceived without effort and without results will they be read. 
The individual who is alive to the needs of his business will 
undertake to cnspire the readers of his letters. Perfunctory 
letters are the products of persons who lack the vision of 
opportunity or, who are not heart and soul in the work. It 
is necessary to have and to give play to imagination in order to 
appreciate the point of view of one’s correspondent. 


STYLE 


It is sometimes said that the business man’s style of writing 
is not that of literary English, and that, therefore, to be 
effective the business letter writer must cater to this so-called 
business style. There is some truth in the statement. One 
does not look for Scott’s lengthy descriptions nor for Emerson’s 
abstractions in a business communication. In general, however, 
business English differs from literary composition chiefly in the 
desirable brevity of the periods and of course in the more or less 
technical vocabulary. If one is capable of writing plain English 
fluently in accordance with the usage of current literature it 
will be strange if he cannot learn to write a proper business 
letter, provided, of course, he understands the business in hand 
and is in other respects properly equipped. ‘There is no need 

30 


LETTER STYLE AND APPEAL ol 


for a radical change of diction. Indeed those who ape the stereo- 
typed formalities and worn phrases rather lose than gain force. 
Dignity.—As far as vocabulary is concerned there should be 
a -note of warning. It is well, even essential, to know and use 
the “language of the trade” in writing as in conversation. This 
is the code by which the message may be carried and understood. 
But the language, while possibly informal and conversational, 
should never be allowed to deteriorate into phrases which are 
coarse, crude, or too commonplace. To compromise the dignity 
of writing is to risk the respect of the correspondent. Following 
is an instance 
THE PEOPLES’ STORE 
Three Corners, Nebraska 
Feb. 16, 1923 
The General Wholesale Supply Co., 
Kansas City, Mo. 


Gents: 

This is in answer to your dun just received. Yes I got 
the other notices. The post office delivers such packages 
promptly. But I can’t pay now. I haven’t got the money, 
get me? If I had the cash I would sure come across. 
Give me a little more time and you will get all that’s coming 
to you. 

Respectfully, 


Sam CARRUTHERS. 


Equanimity.— Of all letter writers, the collection correspondent 
must be especially on his guard that temper, anger, or sarcasm 
do not find their way into his letters. However much he may 
feel justified in being offended or indignant, the display of such 
feeling can only tend to produce disagreement, ill will, and 
failure. There are better and more effective ways of impressing 
a client. Let it be plain that whatever the feelings, desires, or 
opinion of the writer, his purpose must be to get his correspondent 
to understand and to appreciate the situation in question. And 
this can best be done, not by endeavoring to superimpose a view- 
point upon the latter, but by adjusting it to him. Conversion, 
not compulsion, is the wise way to overcome opposition. The 
second letter following, in answer to the one preceding it, is an 
instance of lack of self-restraint. Its effect could not be good. 
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June 17, 1924 
The Johnson Toy Manufacturing Co. 
Kansas City, Mo., 
Dear Sirs: 

I have your letter stating that the amount I recently 
forwarded to you in payment of my recent order was insuffi- 
cient by 2 per cent. Your terms called for a discount if 
payment were remitted within 10 days. I was several days 
late in sending the check for unavoidable reasons, but I 
was of the opinion that in consideration of my regular orders 
this short delay should have been overlooked. Are your 
rules so strict that I must pay the 2 per cent? 

Yours truly, 
Jno. W. Fastia. 


June 20, 1924 
Mr. John Fastig, 
Kingstown, Okla., 
My dear Sir: 

We are surprised that you should expect a discount allowed 
within 10 days, when your check came nearly a week after 
the end of that period. Should we grant you this discount 
we would necessarily give the same to scores of other 
customers and this would become a very appreciable item. 
If you have been a regular customer we would ask whether 
we have not likewise offered you every legitimate courtesy? 
It is unfair of you to make this request. Our rules are strict 
and must be enforced in your case just the same as in all 
others. 

Kindly send us your check for the difference. 

Very truly, 
THE JOHNSON Toy MANUFACTURING Co. 


Tactfulness.—Sometimes a letter becomes offensive, not so 
much because the writer allows his passions to find expression 
as from lack of care or an inability to interpret the effect which the 
communication will have when read. The first letter following 
is an instance of the result of considering only the desirability 
of making prompt collection without visualizing the reaction 
produced on the sensibilities of the party addressed. Com- 
pare this with the second letter following, which handles in an 
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extremely tactful manner the very commonly occurring difficulty 
of refusing a discount where it has not been earned under the terms 
of sale, whether the customer has purposely or through ignorance 
misunderstood. 


Dear Patrons and Patronesses: 


Enclosed two tickets to the Glee Club home concert July 8, 
which you have consented to take. 

We will appreciate the receipt of your check for the 
amount of three dollars ($3.00) in payment of the same. 

Please mail your check to the above address. You will 
render the management a great favor if you give this matter 
your prompt attention. 

Thanking you for your support and cooperation, I am 

Yours very truly, 
J. C. Norris. 
Sec. 
Dear Sir: 

We acknowledge the receipt of your recent remittance 
for which please accept our thanks. We note you have 
deducted discount, and we assume this was done through 
oversight, as the period for discount has long since expired. 
In order to have earned this discount, check should have 
been received within 10 days from date of invoice. 

There is, therefore, a balance still due of $...... , which 
kindly send us, so that we can give your account proper 
credit and send you a receipt in full. 

We thank you in advance and assure you that we are 
always anxious to be of service. 

Yours truly, 


Originality—There is no characteristic more deadening in 
its effect upon the reader of a letter than monotony or sameness. 
Yet many writers follow the line of least resistance and, making 
no effort to inject their own personalities and experience into 
their correspondence, simply insert the same phrases and ideas 
that have been used by themselves and others in similar cases 
from all time. The result is a letter whose content is familiar 
to the recipient before it is read. Why whould he read it? 
There is nothing new, nothing to awaken interest. 
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June 7, 1924 
Mr. John Wald, 
1275 Frisco Ave., 
Detroit, Mich. 
My dear Sir: 


Your letter of inquiry dated June 1, has been received 
and contents noted. It is with pleasure that we can inform 
you that the articles you mention are in stock. Same will 
be sent out promptly if you order. 


Assuring you that we appreciate your valued communica- 
tion and trusting that we will have the pleasure of hearing 
from you in the near future, we remain 


Very truly yours, 


THe Twoways SPECIALTY Co. 


The above letter is in the usual stereotyped form. The one 
following gives evidence of originality and promise of creating 
interest. 


THE NatTIonaL Co. 


Vale City, Ohio 
Sept. 28, 1923 
Dear Mr. Wilson: 


Even as a friend invites you to dinner, without itemizing 
what you are going to eat, I also invite you to look over our 
fall suit and topcoat selections without itemizing what you 
are going to see. 


The truth is, no letter could possibly do justice to them. 


Nothing short of actually seeing them can serve either 
your purpose or ours. 


I therefore ask you to accept this invitation as you accept 
an invitation to dinner, confident of a welcome and with faith 
in your host’s ability to do the honors with credit to himself 
and satisfaction to you! 


May I expect you, to see the greatest feast of fine clothing 
and good values that you ever set your eyes on? 


Yours very truly, 


Tue NATIONAL CoMPANY. 
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Yet it is not to be understood that a studied and artificial 
freshness of style can be effective. An individualistic letter, 
approved of and admired by another person, cannot ordinarily 
be successfully imitated by him, especially if he has no originality 
in his own make-up. Such an individual ought not be in charge 
of correspondence, but if placed in such a position may better 
adhere to standard forms of expression. 

The call for originality, however, does not apply to formal 
collection notices which are mere reminders of accounts recently 
due. Such notices need no personal element and are indeed 
better couched in impersonal form. Their purpose is not to 
create a personal relation, and the sender has no more part to 
play than has the so-called tickler file in the office. But when 
the reminders have failed to function and there is evidence of 
neglect or purposed delay, an appeal becomes necessary and 
the essence of every appeal is personality. 

For illustrations of recommended forms of collection notices 
and letters, the reader is referred to Chapters IV and V where 
examples of various types are offered. 

Affirmative Suggestion.—It is indicative of poor judgment 
to permit letters to convey the idea that the writer is doubtful 
of success. This is an indication of discouragement on the 
part of the writer, while optimism in letters (sales, collections, 
or what not) should be the keynote. It is psychologically true 
that whatever suggestion is made, gives an impetus toward that 
end. If, then, the letter even mentions the possibility of refusal, 
it thereby and to that extent increases such possibility and courts 
failure. Here is the first statement of a collection letter: ‘“We 
have sent you two previous communications on the matter, 
and as they have been neglected, this one will probably have no 
better result.” Compare with the following revision: ‘“‘We 
have received no answer to our previous communications, but 
we feel certain that when you have read this letter you will see 
the fairness and desirability of giving us at once the information 
we ask.” 

Applicability.—Letters fail because they do not exactly fit 
the case in hand—because their message does not apply to the 
individual addressed. In form letters the mailing list is fre- 
quently to blame. The letters that urge a man to buy automo- 
bile tires cannot be successful if he owns no machine. A person 
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is not interested in buying house paint if he is not a property 
owner. These cases are obvious. Similarly in collections 
the appeal must be suited to the individual, or it is lost. Failure 
to pay an account may be due to temporary inability, to neglect, 
or to a dishonest purpose. It is clear that a sympathetic appeal 
and leniency would be wasted on the last-named case, while a 
peremptory letter addressed to the first would not only fail to 
collect but would offend and alienate as well. Not only may the 
sale of the commodity or the actual payment of an account fail 
to materialize, but even the appeal for the sale or the collection 
may not be applicable. 

In the case of personal letters addressed to individuals the 
same problem is to be met. Generalities cover.types of cases— 
only specific statements apply to individual ones. The solution 
of this problem requires information and analysis. The first 
requirement is therefore the securing of all possible data on the 
delinquent customer, if it be a case of collections. General 
ratings and tabulated statistics are not sufficient; but there are 
needed up-to-date personal facts, because conditions of individ- 
uals vary greatly from time to time. The careful collection 
correspondent will study such letters as are available from the 
dilatory customer, he will examine his past charge history—the 
amount and variety of individual purchases—and his first, per- 
sonal letters will seek not so much payment of the account, as 
information on the cause of delay. 

Having gathered all possible information, a psychological 
analysis of the case must be made—though not necessarily in 
any technical way. But an effort must be made to arrive at a 
conclusion as to the true mental attitude of the customer toward 
his debt. Only when this situation has come about is the 
writer safe in sending any but the most general notices. The 
personal collection letter not only seeks information, but to be 
successful in such search, requires preliminary information as a 
basis. Following is a typical instance of undesirable results 
obtained because of lack of contact between collector and 
customer. 

A certain collection department after sending the usual 
notices and a limited number of personal letters, turned an 
account over to an agency. The agent left at the door of 
the debtor a printed blank with a summons for immediate pay- 
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ment. The succeeding day the following letter was received by 
the firm: 


Gentlemen: 

The enclosed notice was left at my address today by an 
agency. Its tone did not appeal to me and I confess that I 
got a little warm under the collar; for, barring the last few 
months, my account with you has been kept fairly up to date. 
There is no object now in explaining my recent failure to be 
prompt. My check in full is enclosed, and I will be obliged if 
you will notify the agency to that effect. 

Very truly, 
FRANK Conror. 


It is not the purpose to defend the customer in question. But 
it may be doubted whether the department exhausted all means 
to get proper knowledge of the situation prior to releasing the 
account for collection; and it is also open to argument whether 
an agency should have been used in this case at all. The pro- 
priety of this policy will be treated in a later chapter. Suffice 
to say at this point, the most desirable results were probably 
not attained. 

Anticipation of Needs.—The fitness of any letter to its peculiar 
case implies, naturally, anticipation of the needs of the individual 
concerned. It is sufficient, from the point of view of formal 
business routine, to answer an inquiry or to satisfy a claim. 
But a business opportunity is lost if an active effort is not made 
to establish a permanent contact and develop a feeling of satis- 
faction and goodwill. This is more clearly evident in other 
types of correspondence than collections, yet even in this depart- 
ment, wholesome contacts may be made at certain stages. 
These opportunities come less often to firms where collections 
involve the need for a formal set of collection letters. But 
even here, whenever one of a delinquent group responds and 
is consequently taken out of the system for individual treatment, 
a full knowledge of the circumstances will frequently make it 
possible to be of valuable assistance in the form of suggested 
methods. When, however, collections are handled entirely on 
the individual letter basis—as so frequently is the case with 
wholesale merchants and manufacturers—a realization of circum- 
stances on the part of the credit-giving firm may assist the 
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debtor in clearing the account. There is every reason why 
a wholesale house should, out of its varied experience, give 
valuable advice to retail merchants either through its salesmen 
or by letter. Such advice is generally appreciated by the retailer 
and hence worth while to the wholesaler. 

Interest in a customer’s difficulties and anticipation of his 
probable needs are well shown in the following letter coming 
from a wholesale establishment. In this instance the results 
justified the policy. 


Johnson Brothers, 
Bermudas, Ohio, 
Gentlemen: 


We have just received your letter informing us that you 
were among those merchants who were injured by the un- 
precedented floods in your vicinity, and stating that, in view 
of the fact, your obligations to us falling due at the end of 
this month cannot be met. 

We wish to express our extreme regret at your misfortune 
and will certainly not insist upon an immediate settlement. 
Furthermore, as our relations for the past years have been 
most satisfactory, we are anxious to be of such service to 
you as we are able. One of our experienced salesmen is just 
now at Columbus and we have wired him to call upon you 
tomorrow. It is our expectation that plans may be made at 
that time by which you will be able to reestablish yourselves 
in a satisfactory manner. 

Very truly, 


IXL WHOLESALE COMPANY 


COLLECTION LETTER APPEALS 


The series of letters forming collection systems to be discussed 
in Chapter V will give evidence of two means whereby results 
are to be obtained. The first of these is purely cumulative. 
The receipt on the part of the delinquent of repeated messages 
insisting upon payment is expected so to emphasize the legitimacy 
of the debt that he will make an especial effort to pay or state 
the reason for non-payment. This isanormalexpectation. But 
if the messages thus sent are identical in form or content, they 
may tend to produce increased indifference instead. ‘The mes- 
sage is therefore varied in successive letters in order that one or 
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the other may eventually bring the debtor into the desired frame 
of mind. Such variations take on the form of appeals which 
are chosen to suit the individual as far as may be, or at least 
the group of which he is a type, and the stage of delinquency. 
The appeals and arguments most frequently used are herewith 
listed and illustrated, each by means of a collection letter taken 
from some standard system. 

1. The Element of Service.—This is an appeal that may well 
be carried in the collection systems of either manufacturer, 
wholesaler, or retail establishment. The same may be said of 
the greater number of the letters following. 


Dear Sir: 


Every purchase you make in this store is the beginning of 
a series of services to you, and for you. It is our desire that 
every one of these services shall be absolutely satisfactory. 


Credit service is dependent on the condition of the 
account. Your recent remittance of ...... covers a portion 
only of the balance due. As our arrangement with charge 
customers requires a complete settlement the first part of 
each month, we assume there must be some good reason why 
you have not paid in full. Will you let me know what 
it is? 

We offer you our Credit Office as a medium for the settle- 
ment of any difficulty. Talk with, or drop a line to, the 
writer. He is at your service. 

Yours very truly, 


Dept. oF CREDITS. 


2. Fair Treatment or Reciprocal Relations: 


Dear Sir: 


It pays to be absolutely fair. Do you consider that 
you have treated us fairly in failing to settle the bill shown 
below and ignoring our numerous requests for payment? 

We have certainly shown you the utmost consideration, 
and extended you every courtesy. We surely have every 
right to expect an immediate remittance, and we trust that 
you will not again disappoint us. 

INVOICE (date) (amount) 


Yours very truly, 
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3. Integrity or Sense of Honor: 


Dear Sir: 


We have heretofore sent you itemized statements of your 
account and notices that it is past due. We have even 
written you two personal letters calling your attention in a 
friendly way to this obligation. May we now ask you to 
take the time to look over the charges once more enclosed, 
noting the dates of purchase, and ask yourself whether you 
feel that it is strictly honest to cause us to carry the account 
for so long a time? 


We feel sure that after doing as we suggest, you will enclose 
a check in the accompanying envelope, or send us specific 
information why this is not possible. 


Very truly yours, 


4. Credit Standing and Business Reputation.—This is an argu- 
ment used largely when a retail house is the delinquent. But 
the appeal is entirely justifiable to the customer of a retailer, 
especially if the latter is himself engaged in business. 


Dear Sir: 


We have called your June 20 balance of $...... to your 
attention several times previously without response. Before 
charging this off, we once more ask you to pay. 


You understand that if Mercantile Companies ask us 
for our experience with you, we will be obliged, because of 
ethics of business, to tell them that we have charged an 
account of yours to Bad Debts. This will undoubtedly 
injure your credit standing. 


We trust you will send us your check to cover by return 
mail. 
Very truly yours, 
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5. Comparative Convenience : 


Dear Sir: 

The several letters written you regarding your past due 
account shown below, do not seem to have brought any 
response. 

If there is any reason why the account should not be paid, 
we have no way of knowing this, unless you tell us. It 
will make it a lot easier for us if you will let us know just 
what is causing the delay. We know you are busy, but can’t 
you take time to write a check for the amount, or a letter 
telling us just why the account has not been paid? 


We shall be very grateful for either. 
INVOICE (date) (amount) 


Yours very truly, 


6. Sympathy: 


Dear Sir: 


We look upon you as a friend and customer of this store 
and therefore appeal to you to favor us with a remittance 
amounting to $...... covering your past due account. 

With the thousands of charge accounts that we have, 
you will see that we cannot do business profitably on any such 
basis. Would you care to have a customer of yours be 
thus delinquent? 

You will undoubtedly agree with us that we are entitled 
to your remittance and we trust that you are in a position 
and will see fit to remit by early mail. 


Yours very truly, 


7. Saving—the Effect of Past Due Bills on Price.—Where 
firms engaged in wholesale selling make a distinction in the 
intelligence of their respective clients, this appeal is restricted 
for evident reasons to the more intelligent group. 


42 COLLECTION CORRESPONDENCE AND AGENCY PRACTICE 
Dear Sir: 


We are anxious to keep prices down, and you no doubt 
feel the same way, as low prices mean increased volume 
of business. 


Past due bills, however, mean higher costs, and we ask our 
customers to help us in preventing this. 


The bill shown below is now considerably past due. 
Won’t you kindly pin your check to this letter, and send it 
to us by return mail? 


INVOICE (date) (amount) 


Yours very truly, 


8. Warning of the Probable Necessity for Court Proceedings: 


Must we report to one of the courts that you are neglecting 
to pay a bill which you have owed us for an excessively long 
time, and ask that the court machinery be put into operation 
to collect this undisputed account from you? 


We do not want to do this and would much prefer to 
save you the embarrassment and notoriety that will accom- 
pany such a proceeding. Therefore we would ask you to 
do one of two things, immediately, as follows: 


1. To come in within the next 5 days after you receive 
this letter, and confer with the writer, or 


2. To send us your check by return mail for the amount 
of unpaid balance of $...... on your account. 


Then the matter will remain a private affair and not one 
word concerning it become known to the public. 


Thanking you for giving one or the other of our requests 
immediate attention, we remain, 


Yours very truly, 
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9. Actual Threat to Bring Suit: 


Dear Sir: 

Please do not blame us for turning over our claim against 
you to an attorney for collection. We have reminded you 
several times and have waited patiently for you to pay. 
In return you have ignored our letters and our requests. 

Much to our regret we are unable to carry this account 
any longer and are now placing this matter with an attorney 
to take such legal measures as he finds necessary to collect the 


account. 
Yours very truly, 


The following letter, written at the same stage of delinquency, 
is more brief and to the point. 


Dear Sir: 
We are today handing your account to our attorneys 
from whom you will no doubt hear in a few days. 
Yours very truly, 
Crepit DEPARTMENT. 


10. Appeal to Sense of Humor.—A letter such as the one 
following is occasionally found asastraggler in a collection system, 
though more frequently it will occur as an independent effort 
to collect an individual account. It is very much to be doubted 
whether a communication of this type has any legitimate place 
in a system of correspondence of as serious and dignified a nature 
as that of collections. 


Dear Friend and Customer: 

Some time ago this firm purchased for an especial purpose 
a box of small-sized clips. We have had occasion to dis- 
tribute some of these and we are herewith enclosing two 


to you. 
Will you please use one of the clips to attach your check 
LOSS 2. to this letter and return to us in payment of 


your account now overdue? The other clip we present 
to you that you may use it on a similar occasion if you 
have a customer who is delinquent. 

Very truly yours, 
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In many instances two or more of the foregoing arguments 
are united in a single letter. This is especially true in systems 
that include a rather small number of letters. There are in 
addition a number of other motives brought forward for payment 
such as reasonableness, pride, friendliness or fraternal affiliations, 
courtesy, and the like. Some of these are possibly legitimate; 
but others are not of sufficient dignity to be warranted. 

One other matter should be noted in connection with appeals for 
collection. These are not in all cases interchangeable. It is of 
course obvious that the threat can be used only at the close of 
a system of letters. To follow this with a less emphatic appeal 
would not only interrupt the continuity of thought, but would 
destroy the disciplinary effect of the system. In like manner it 
would be dangerous to begin a series with any but the most 
moderate appeal—the risk of offense to the more sensitive and 
possibly the more worthy customers being too great. No rule 
can be given for the sequence of appeals in the intervening 
letters, but these appeals should be arranged with a view toward 
cumulative and increasing effect. This sequence should be 
carefully kept in mind by those formulating a system and will 
depend, among other factors, upon the number of letters in the 
series, the particular type of clientelle, and especially upon the 
policy which forms the background of the collection system. 
A classification of appeals is essential. 

From this point on, letters are not to be analyzed primarily 
with respect to their individual characteristics. The place 
of a letter in its system and the results to be expected from that 
system will rather be considered. The illustrations given in the 
following chapters are all taken from actual files; and, while 
only standard specimens have been selected, and mediocre 
illustrative material has not been used, it does not follow that 
all the letters and notices chosen approach perfection in detail. 
Many of them represent standard forms and usage without being 
the best possible in composition or content. It should be borne 
in mind, nevertheless, that whether written by the original cred- 
itor, by a collection agent, or by an attorney, all letters should, 
if the system is to operate with greatest effect, be made to stand 
the test of the requirements outlined in Chapters II and III. 


CHAPTER IV 
TYPES OF COLLECTION FORM LETTERS 


In the present chapter will be discussed briefly the various 
types of form letters, the methods of producing them, and the 
purposes which each is best adapted to fulfil. The conditions 
and causes which lead to the use of form letters in collecting 
will be analyzed; and hence the chapter may be considered as 
introductory to Collection Systems immediately following, as 
such systems are necessarily composed of form letters. 

Collections and the Small Store.—In the small general store 
the proprietor is frequently acquainted with the personal affairs 
of most of his customers. Many of these customers buy on 
charge account. They pay at stated or at irregular intervals and 
when one gets in arrears, the creditor usually knows the reason 
as soon as does the debtor. In the comparatively few instances 
in which the customer becomes an actual delinquent, an informal 
interview brings about an understanding. 

The neighborhood grocer in a city is in much the same position. 
His monthly statements are sent by mail or left by the delivery 
clerk, and are generally followed by a payment of the month’s 
account. When this is not the case the account is carried for 
a second or a third month, each monthly statement being accom- 
panied by a restatement of the amount due for the preceding 
period. At about this time, a representative of the firm takes 
occasion to call the attention of the customer to the condition 
of his account, either when the latter calls at the store, or by 
telephone or personal call. Such an interview usually gives the 
firm the information needed to decide whether or not to continue 
selling to that account. In case a customer moves from the 
city or the vicinity, or ceases to trade at the given store while 
his account is overdue, the collection will require correspondence, 
and then the case falls into a class to be discussed later. 

Need for Letters in the Larger Establishments.—Thus far 
the collection problem, while involving possibly embarrassment 
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and worry, has been one of individual cases and relatively simple. 
A more complicated situation develops where the firm in question 
is a city retailer of the department store type, whose customers 
live in all parts of the city or out of the city, and whose trade is 
one of purchases at irregular intervals. The contact between 
firm and customer is no longer as close as in the cases preceding, 
and the knowledge of, and information concerning, the customers 
are less complete and reliable, both because of the increased 
numbers and of their scattered residence. The problem is now 
much more difficult. Moreover, the telephone, which is rarely 
entirely satisfactory, is now out of the question because of the 
lack of intimate, personal acquaintance. Furthermore the per- 
sonal call is no longer practicable, if for no other than economical 
reasons; though an additional objection would arise because of 
the necessity for employing a large group of second-rate collectors. 
Consequently there must be recourse to letters. 

The Personal Element.— At this point there is a sharp differen- 
tiation to be made between collection letters and other business 
letters, let us say sales; and also between the problem of collection 
by mail and successful collection by telephone call or interview. 
And this difference lies in the personal element. When the sit- 
uation is such, as before described, that a telephone call or inter- 
view is at all admissible, the conversation is necessarily one of 
an informal, intimate, and perhaps friendly character. Fol- 
lowing is given as nearly verbatim as possible a conversation 
over the telephone between the collection manager of a large 
retail establishment and a delinquent customer personally 
known to him. The amount overdue in this case was $270. 


Collector: ‘‘This is Frank Miller down at Matsons.’ Is this 
Mr. Dixon? Say, George, do you know that your 
personal account with us is getting a little bit moss- 
covered ?”’ 

Customer: ‘‘You think it needs a shave, do you? All right. 
T’ll send you a check today.” 


The next mail brought a check covering about two-thirds of the 
debt. 

Such a transaction is possible in spoken communications. 
But a letter is a communication of a different type. It involves 
at once the question of possible offense and alienation. Hence 
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even if it were practicable in the larger firms to handle each col- 
lection case in an individual way, it would still be inadvisable 
to make the first collection notices personal, such as is the case 
when the telephone or an interviewer forms the means of com- 
munication. The first written notices therefore are intentionally 
worded and set up in such a way as to avoid the personal element. 
This plan is followed until the collection manager or his represen- 
tative is convinced that the possibility of giving offense must 
be risked for the sake of collecting the account. As to when 
this stage arrives is a matter of considerable difference of opinion 
among business men, as will be seen. 


To Payment Due 


AST DUE! 


Fig. 1.—General notice. 





In the foregoing remarks only the small general store and 
the large retailer have been mentioned. The problem of the 
wholesale merchant and that of the manufacturer will be found to 
differ very little. The wholesaler operates either over a compar- 
atively small area, or else in many markets. In the former 
instance his collections are taken care of by salesmen or other 
representatives of the firm by personal interview as has already 
been stated. In the latter case written communications must be 
depended upon. Such letters are very frequently individually 
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composed to fit the needs of the case. At least such is the intent 
of the firm. Their wording will be found, however, to have 
such a degree of similarity that forms might well be set 
up. Accordingly many wholesale houses do actually use forms. 
In content, these communications will differ from those of 
retailers largely in the matter of choice of appeals, a question 


HP 


Messrs GRAFTON and Co., 
present their compliments and beg to 
inform you that you have an account 
outstanding with them amounting to 
é s. d. Settlement for same 


would be esteemed a particular favour. 


COPTIC HOUSE, ced 


51, Great Russel 


7-and -8,- GOPTHG -SFREET- 


LONDON, W.C. 





Fic. 2.—Polite reminder. 


which has already been taken up in Chapter III. As far as 
manufacturers are concerned, it will be evident that their 
collection problems will be those of either retail or wholesale 
sellers, or both. It will be entirely unnecessary therefore to 
discuss their letters separately. 

Printed Form Notices.—Formal notices as distinguished from 
personal letters, whether these be form letters or strictly indi- 
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vidual communications, are of several different types; and there 
are a great many different forms, wordings, and styles of each 


OHIO STATE AGENCY 
THE MUTUAL BENEFIT LIFE INSURANCE CoO. 


OF 
NEWARK, NEW JERSEY 


GINCIN NAST a ee 


THE MONTH OF GRACE ALLOWED FOR PAYMENT OF $________SSss—sW THEE CASH 


DUE ON YOUR POLICY No.——_______—- WILL EXPIRE, 


PLEASE LET US HAVE CHECK TO COVER ON OR BEFORE THAT DATE. 


L. D. DREWRY & CO. 


STATE AGENTS 





Fic. 3.—Formal statement calling attention to due date. 


OHIO STATE AGENCY 


THE MUTUAL BENEFIT LIFE INSURANCE Co. 


OF 
NEWARK, NEW JERSEY 


CINCINNATI 


THE S89 ESS“ On YOUR: POLICY NO 
HAS NOT BEEN RECEIVED BY US, WE CALL ATTENTION TO THE MATTER, THAT YOU MAY LET 


US HAVE CHECK TO COVER. 


L. D. DREWRY & CO., 


STATE AGENTS 





Fic. 4.—Formal statement calling attention to due date. 


type. In the first place these may be worded and _ printed 
to suit the needs and the conceptions of the firms concerned. 
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The four preceding notices represent, respectively: first, a general 
notice; second, a polite reminder; third, and fourth, statements 
calling attention to the due date of insurance premiums. 


Will you not kindly favor us with 


remittance for $ , the amount 
overdue on this statement. 


We render accounts the first of 
@ach month and ask, as a special 
favor, remittance for amount due 
not later than the 10th. 


7 Bis 5 SION Oks yy eine SO Ee 


tik, oun locket be your? 


he ee Tro, ae aes any vet 
Titec. chy ths, Aeeounl, long orrrdaure 
ee mol es fect, How 





Fic. 5.—Set of collection reminders pasted on the statements and used in the 
sequence indicated above. 


There are also available by purchase, copyrighted stock messages 
for various purposes including collections, in the form of stickers 
to be attached to a small letterheaded sheet. Such notices 
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become, of course, common property to all firms purchasing the 
same set. The use of such stickers would seem to indicate 
that the firm considers them more effective than any that its 
own management is capable of originating or has the time to 
compose. Examples of such stickers are given on p. 50 in 
reproduced form. 

And finally it is the custom of some firms to impress with a 
rubber stamp upon a small letterheaded sheet the message to 
be conveyed. This message, like the printed form mentioned 
heretofore, is of course original with the firm using it. Of these 
three plans, the last two are used for the most part by smaller 
firms whose customers are relatively few in number. For the 
use of larger firms, the printed notice is by far the most dignified 
and indeed the most generally used. 


FORM LETTERS ANALYZED 


It has been said that, whereas wholesale establishments quite 
frequently treat each of their delinquent customers as individual 
cases, in the larger retail stores the individual treatment of 
each collection case is thought by most managers to be imprac- 
ticable, however desirable it may be to keep the details clear. 
The solution for such a situation is therefore the form letter. The 
term ‘‘form’’ is understood and applied to letters in either of 
two different conceptions. In the one sense it implies a letter 
set up and developed in many copies by stencil or similar device 
at a given time. In the second sense it is merely the message 
which is constant and which is kept for repeated use as occasion 
offers, to be written individually and sent as representing a 
personal communication. The former is in every sense a form 
letter, one of a number alike in all respects. The latter is, more 
properly speaking, a model, to be kept and copied on demand. 

As to whether form letters are better mimeographed, printed, 
or multigraphed will depend upon the number of copies to be 
made, the relation existing between sender and reader, and the 
nature or content of the letter itself. 

Mimeographed Form Letters.—Mimeographing, though it has 
been brought to a high degree of perfection, is still not to be 
recommended for letter-writing, except in instances where mem- 
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bers of an organization, or employees of a business firm are 
to be given information or instructions—in other words, when 
definite contact between sender and reader of the message exists, 
and especially where the receiver is already desirous or at least 
willing to read the message. Such a communication is not 
intended to be personal to any one individual, but applicable 
to each of the members of a given group. It is therefore not 
ordinarily superscribed personally. 

Printed Form Letters.—Similar types of messages may be 
sent in printed form and desirably so (for economic reasons) when 
the mailing list is large. This is likewise a more dignified means 
of distribution and may hence be properly used in a larger variety 
of cases. Business promotion letters are commonly in printed 
form as are also the credit statements and the collection notices 
which precede a more personal correspondence. Print is also the 
usual form for the large variety and number of statements of due 
dates for payments on instalment sales, insurance premiums, and 
the like. 

Multigraphed Form Letters.—Multigraph methods are most 
acceptable and practicable in communications into which it is 
desirable to inject a personal element without the expense of sepa- 
rate typing for each letter. A large per cent of the ‘“personal”’ 
letters sent for sales, promotion, and collections are multigraphed 
and then ‘“‘filled in’? with the heading or superscription. An 
effort is generally made to complete the delusion by matching 
the typewriter ribbon as nearly as possible with the shade and 
weight of the ink impression of the multigraphed body. There 
are some firms, however, that do not insist upon this close match- 
ing, being aware that the recipient of the letter will realize from 
the contents in any case that the letter is a form. A carefully 
multigraphed and filled in letter is perhaps the most dignified 
of duplicated communications. By recent skilful development 
in multigraphing it is even possible to modify selected groups 
of letters in a given list in such a way that the name of the cor- 
respondent can be inserted in several places, at the end or even 
in the middle of a line, without any discrepancy in spacing or 
weight of type. 

The following letter is an illustration of such a multigraphed 
communication. 


TYPES OF COLLECTION FORM LETTERS 


D. L. Finland Home of Quality 
President. 


THe CENTRAL COMPANY 
Catalina, Ohio. 
Dear Mrs. White: 


In this store we dedicate our efforts toward giving our 
patrons a progressively better service each season — 
more comprehensive selections, finer quality merchandise, 
and lower prices. 


It is upon this basis that, after months of preparation, we 
have no hesitancy in announcing the Central Company’s 
complete readiness to merit your fall and winter business. 


We should greatly appreciate your coming in that you 
may judge for yourself the justification of our claims. It 
will be a pleasure, Mrs. White, to have you inspect our 
splendid, complete displays of merchandise for men, women, 
and children; and we are certain you will agree that this 
season we have not only surpassed ourselves, but that 
you cannot buy to such advantage elsewhere. 


Sincerely yours, 
THE CENTRAL COMPANY. 


By 
Oct. 20, 1924. 
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A unique and yet valid criticism sometimes passed on the 
multigraphed letter which purports to be personal, is that in 
its perfection it becomes unnatural. Every typewriter has its 
individuality—type is partly worn and the alignment is rarely 
perfect. Furthermore the typist strikes some keys more heavily 
than others and often by imperfect handling of the shift, allows 
capitals to hover slightly above the line. While care in these 
matters is always recommended the results are never perfection. 
Hence the very perfection of a multigraphed letter tends to give 
its appearance that of print and thus deprives it of personality. 

The method of affixing the signature to multigraphed letters 
varies greatly. Some writers insist on signing by hand all 
this type of correspondence—the result of such an effort being 
thought to add appreciably to the effectiveness of the letter. 
Others use a facsimile and cause it to be reproduced with the 
body of the letter. And finally it is quite a common practice 
to have the signature of the firm or the writer or both typed 
with the message as in the case of mimeographed or printed 
letters. 

Form Letters Individually Typed.—The foregoing plans 
apply to form letters in the first definition referred to. The 
form letter which is merely to be used as a model—and hence is 
“form’’ in content only—is separately typed with the usual 
second or carbon copy and is signed personally. This is to all 
intents, and indeed in effect, a personal letter. There are some 
few instances where firms employ a corps of typists, who write 
individually each letter for the entire mailing list in promotion 
and collection correspondence. ‘These are rare, but the advocates 
of the policy are convinced that the results obtained, more than 
pay the additional expense. 

Use of Form Paragraphs.—The last step in the effort to make 
form letters, as nearly as possible, applicable to individual 
cases, or to state it differently, to save the expense and time of 
composing and writing a personal letter while obtaining as 
nearly as possible the same effect, has resulted in the careful 
composition of a series of paragraphs each made to fit some one 
particular need. These paragraphs are then numbered and 
filed, and can by proper combination be selected and used as 
required to suit any particular case. The combination of several 
such form paragraphs will then compose a letter, to all intents 


on 


TYPES OF COLLECTION FORM LETTERS 5 


and purposes of a strictly personal nature. Such letters naturally 
are separately typed. 

Letter Forms Follow an Evident Need.—Form letters of all 
kinds are the results of individual experience. In any given 
business or firm it will be discovered that certain inquiries and 
needs call for certain replies or types of letters. An analysis 
of the files shows the likenesses in such correspondence. It 
thus becomes desirable to have forms on hand, and these are set 
up from a multitude of former and current cases. As conditions 
and clients vary from time to time, it is the custom with all 
departments to modify their form letters accordingly, and hence 
the collection series of a firm is not likely to be the same from 
year to year. Modifications are generally in the direction of 
increased brevity, though the opposite tendency is sometimes 
found. 

The experience of a well-known producing and distributing 
establishment is interesting. For several years this firm changed 
from a policy of form letters to that of individual communications 
in all matters of collection. It was found that the results showed 
a loss of 15 per cent. Whatever may have been the contributing 
causes to this unexpected development, it seems probable that 
one pertinent reason would be found in the fact that form letters 
require and ordinarily receive greater attention than individual 
letters. The former are carefully thought out by the most 
capable person in the department; the individual letters are 
dictated of necessity by a miscellaneous corps of assistants. 
Contrary to the general opinion, therefore, the average letter 
written from a model as compared with offhand individual letters 
is the more effective of the two. 


CHAPTER V 
COLLECTION SYSTEMS 


Personal Collection Letters——A large number of merchants 
indicate that it is their custom to make collections by mail, 
only with personal letters to each delinquent customer. This 
implies that no two such customers can be treated properly 
by the same letter. And the theory applied in such collections 
is that each individual account has to be handled according to 
its own merits and requirements—each separate letter depending 
for its content upon the financial responsibility of the customer, 
the length of time he has had an account, the size of the account, 
and so on. These merchants are largely wholesalers, though a 
relatively small number fall into the retailing class. In spite 
of this contention it is probable that the personal letters sent, 
though they may not warrant the use of a fixed form, will still 
bear a close resemblance to each other. 

The use of a form letter, as has been stated in Chapter IV, pre- 
supposes a situation where all the recipients of a given form have 
enough factors in common to warrant uniting them in a group. 
In other words, the mailing list has been or should be made up 
of those individual firms or persons to whom the particular letter 
applies. In the matter of collections, then, if a reasonable 
number of customers are in the same stage of delinquency at a 
given time, the appropriate letter may be released to each, say 
at the end of a month. Or, to state it differently, as the individ- 
uals on a given list arrive at the stage where a certain collection 
letter becomes appropriate, the letter may’ be sent. At fixed 
intervals this form will be followed by others, each applicable 
to the particular stage of delinquency. Those who respond to 
any form letter of the series are at once removed from the group 
list and are from that time on taken care of individually. Those 
who do not respond receive the additional communications. 
The experience of most large business houses has shown that 
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it is practicable to keep on hand such a series of notices and 
letters. That is to say, a classified group of letters is ready to 
be sent to a classified group of delinquent customers. These 
compose what is known as a collection system of correspondence. 

It has been pointed out in an earlier chapter that the real 
problem in collections arises from a conflict between the two 
desirable ends to be attained—securing payment and not alien- 
ating the customer. It has also been mentioned that this 
dilemma appeals differently to two classes of collection managers 
represented respectively by those who prefer to collect promptly 
at the probable expense of causing offense, and those who deem 
it wise and good policy to allow the accounts to be carried for a 
much longer period, in the hopes of eventually securing payment 
and at the same time holding the future trade of the customer. 

These two different attitudes are reflected in the systems of 
collection letters that are used. The simplest way of discovering 
the comparative merits of the two points of view will be to 
analyze a typical group of letters from each system; and, because 
the clientele of each has different characteristics, the letters of 
the wholesale merchant and the manufacturer will be considered 
separately from those of the retailer. 

Lenient Policy—Retail Collection System.—The program 
following is that of a department store and typifies a group of 
retail merchants supporting a policy of extreme leniency. It 
involves: 


1. Regular itemized monthly statement. 
2. Thirty days later a notice of ‘‘statement rendered.” 
3. Thirty days later—repetition of “statement rendered.” 


The following form letters, individually typed or in multi- 
graphed form, are then released in the order indicated and at 
intervals of 10 to 12 days. 


Dear Sir: 


Did you receive your itemized statement for the above 
account? If not we will be glad to mail a duplicate. 


If the same was received, and found to be correct, your 
check would be very much appreciated. 


Very truly yours, 
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Dear Sir: 

Having received no reply to a previous request for 
payment, we write to inquire if there is any reason for the 
account remaining unpaid. 

As all accounts are payable on the 10th of the month, we 
trust you will not consider us insistent in requesting an early 
remittance. 


Your compliance with this request will be appreciated. 


Very truly yours, 


Dear Sir: 


We wrote you recently concerning the non-payment of 
your account and regret that we have had no reply. 


If there is a correction to be made, or if there is some 
other good reason why it has been impossible for you to pay, 
will you be kind enough to tell us? 

Very truly yours, 


Dear Sir: 
The above amount represents the balance on your account 
which is now past due. 


Credit is extended by this establishment with the under- 
standing that payment be made within 30 days after the 
purchase. 


Your immediate remittance to cover the account is 
respectfully requested. 
Very truly yours, 


Dear Sir: 
At your earliest convenience, we would ask that you kindly 
eall at our Credit Office and ask for the writer. Thanking 


you in advance, we are 
Very truly yours, 
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Dear Sir: 

We are again calling your attention to the above account, 
which has been standing on our books for quite a long time, 
and which, according to our terms, should have been paid 
during the month following the date of purchase. 

We have waited very patiently, hoping that the account 
would be cared for long before this, but for some unknown 
reason, it still stands unpaid. 

We believe that you will agree with us that we have been 
extremely lenient, in connection with this obligation, and 
that we are now entitled to your immediate consideration. 
Won’t you, therefore, please let us have your check, so that 
this old account may be cleaned up, and greatly oblige. 

Very truly yours, 


Dear Sir: 

._As you doubtless know, members of the Retail Credit 
Men’s Association are required to report delinquent accounts 
in order that other merchants may not extend credit accom- 
modations where the privilege has been abused. 

Your attention has been previously directed to your 
past due account, and we have explained that accounts 
are for accommodation only, payable within 30 days from 
the date of the purchase. 

Unless we hear from you within the next few days, it will 
be necessary to report the condition of your account. We 
would be most reluctant to do so and hope you will give 
this matter your prompt attention. 

Very truly yours, 
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Dear Sir: 

Our Credit Department has just referred your account 
to the writer, with the comment that they have been unsuc- 
cessful in securing payment of this obligation. 

I am writing you this personal letter, as I feel that there 
certainly must be some misunderstanding, or you would not 
allow an account to stand unpaid, as you have done in this in- 
stance, thereby prejudicing your credit standing in the city. 

I believe that you will see the unfairness in asking us to 
carry this account as we have been obliged to do, and let 
us have your check at once for the above amount. 

Very truly yours, 
Secretary. 


Dear Sir: 

Our previous requests for a settlement of your account 
have been disregarded. 

We are reluctant to insist upon an immediate settlement 
and hope that you will appreciate the importance of main- 
taining a good credit standing. 

If we do not receive your remittance within the next 10 
days, we shall assume that no other course is open to us than 
to enforce the collection of the account. 

Very truly yours, 


Dear Sir: 
If not paidon . . . your account will be placed with our 
attorney for collection. 
We assure you we deeply regret that the long delay in the 
payment of your account has made our action necessary. 
Very truly yours, 


A response to any one of the preceding notices or letters will 
of course take the individual out of the system. From 1 to 3 
per cent of those who receive the first letter receive the entire set. 
When a partial payment is received it is acknowledged by one of 
the two following letters, and from that time on the debtor is 
treated personally or by form as circumstances may require, 
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Dear Sir: 

Examination of your account discloses that the partial 
payments you have made during the last few months will not 
balance the account within a reasonably short time. While 
we appreciate very much your effort to pay the account in 
this way, our entire credit system is based upon the assump- 
tion that accounts are granted for accommodation only 
and are due in the month following the purchase. It would 
not be consistent with this policy to permit the account 
to remain unpaid so long. 

We recognize, however, that there may be very good 
reasons why it cannot be paid at once and the writer will, 
therefore, appreciate an interview with you so that some 
definite arrangement may be made. 

Very truly yours, 
Dear Sir: 

The enclosed statement represents the balance due on 
your account after deducting your recent payment. 

We hope you will not make it necessary for us to refuse 
further credit until this is paid. Will you not therefore 
make an earnest effort to send us the balance within the 


next few days. 
Very truly yours, 


After the last (tenth) letter of the series the account is pre- 
sumably placed in the hands of an attorney or an agency, and 
trade relations with the customer are in the great majority of 
cases permanently broken off. As has been already mentioned, 
it is not intended that the foregoing letters be considered 
from the point of view of composition or individual merit. 
Rather let them be accepted as reasonably satisfactory speci- 
mens individually, and examined into for the working success 
of the system. This will apply also to the letter systems 
following. It will be noticed that thirteen communications 
have been sent for the collection of this account—three plain 
statements, non-personal and possibly in printed form, and ten 
letters, more or less personal, though of course based upon a 
general form. The eighth letter is signed by the secretary of 
the company for greater emphasis. It may be added that even 
after the account has been handed over to the attorneys, there 
will be some correspondence prior to actual suit, 
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Arguments for Lenient Policy.—The point of view of the 
collection department of this firm (and of those which are similarly 
lenient) is evidently that alienation is to be avoided at almost 
any expense; that loss of time and loss of money in the form of 
interest and expense, when coupled with the retention and pos- 
sible redemption of the customer, are justifiable. They base 
their argument upon the fact that, before the last letter is sent, 
a large per cent of the delinquents pay in full and remain friends 
and customers of the firm; that a very small number, compar- 
atively, are ever delegated to the attorney for collection; and 
hence that the advantages accruing from the one group more 
than pay for the losses entailed by carrying some of its members. 
Firms have been doing business on this collection basis during 
the history of credits and are flourishing and making profits. 
The system cannot therefore be rated as unsatisfactory. 

Strict Policy—Retail Collection System.—Next will be con- 
sidered a different theory and a group of letters in a system of 
of the opposite type. The first two steps of the system involve: 


1. Itemized statement on first of month following purchase. 
2. Thirty days later statement rendered showing only balance. 


There are next sent at intervals of 15 days the following three 
letters, the last of which is on the attorney’s stationery and bears 
his signature. 


Dear Sir: 


Your account at this store is past due. We are enclosing 
a statement of balance, with the request that it be given 
your immediate attention. 
: Very truly yours, 


Dear Sir: 
Please call at our office at once and explain to us if there 


is any reason why we should not expect you to settle your 
account, the same being long past due. 


Statements sent to you are not acknowledged, and we 
must know the cause of delinquency in the matter of your 
indebtedness to this store. 

Very truly yours, 
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S. C. GLASER 
Attorney-at-law 
Dear Madam: 
Caldwell and Son have turned over to me for collection, an 
account they have against you. They claim that it is very 


much in arrears, that they have given you ample opportunity 
to pay, and that you have not done so. 


Unless you call at the office of Caldwell and Son at 
once, and make a satisfactory adjustment with them, I will 
take immediate action against you. 

Very truly yours, 


S. C. GuLasEr. 


It should be noted that the rather drastic treatment is accorded 
to those delinquents only whose history and conduct offer nothing 
to recommend them for individual consideration. 

Justification of Strict Policy—Here again it must be said 
that firms have carried on business for long periods of time, 
have flourished, grown in size, and made profits. But the point 
of view of this firm, typical of the second group, is far different 
from that of the first mentioned. To put the argument theo- 
retically into the words of the defenders of this policy: ‘Our 
experience teaches us that it does not pay to carry delinquent 
customers more than the very minimum of time. Rarely does 
a delinquent buy anything for cash. Hence there is everything 
to gain and nothing to lose by a firm policy. We restrict our 
customers to an account of such size as we feel convinced they 
can pay. We do not permit them to overstep appreciably this 
rated amount. It is our conviction that customers carrying 
accounts in two places of business will make a greater effort to 
pay promptly the one that is expected, and will neglect paying 
the account where such delay is not penalized. When they 
become delinquent, realizing that in most instances they can 
pay, we require prompt meeting of the account and insist upon 
it strictly. As a result we have comparatively little collection 
difficulty. We educate our charge customers to meet their 
obligations promptly.’”’! 

Wholesale Collection Systems.—Without further discussion 
of the difference between the collection problem of the retail 


Quotation not taken directly from any one particular source. 
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merchant and that of the wholesale merchant, or the manufacturer 
selling at wholesale, but merely referring to the distinctions 
already made in the preceding chapters, attention is called to 
the two sets of wholesale collection letters that follow. These 
groups, as in the case of retail correspondence, represent respec- 
tively the two different policies, though not quite to the same 
extremes. It should be stated that in the case of the wholesale 
merchants, less stress is laid on the systems, and greater divergence 
from a set series of forms is the rule. More personal letters are 
used as has already been explained. Difference of treatment 
is more pronounced, according as the debt is comparatively 
large or small, the customer is easily reached or distant, or is a 
merchant in a city or in the country. Yet the policy of leni- 
ency or drastic action, of stress on immediate cash results or 
future good-will, is easily discoverable. The usual statement and 
‘statement rendered”’ should be presupposed in both series. 

First Series.—Interval of release 10 days. Lenient policy for 
firms selling at wholesale. 


Dear Sir: 
Amount Due $...... 


The amount noted above represents your account which 
is due at this time. 


If your check has been mailed or you have paid the 
Delivering Station, kindly note the date on this letter 
and return. 

Very truly yours, 


Dear Sir: 
Amount Duk $...... 
We did not receive the prompt response we naturally 
expected from you in answer to our recent request for 
remittance covering your past due account. 


Our records indicate that this account is due and payable, 
and we know of no reason why payment should be with- 
held beyond the specified period of 30 days. If our charge 
is in error, won’t you have the kindness to notify us? 


Anticipating an early reply, we are 
Very truly yours, 
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Dear Sir: 


When you give us an order, a contract is made. We agree 
to “‘deliver” and you agree to “‘pay” when the account is 
due. ; 


We have “delivered,” so have fulfilled our part of the 
contract; now we ask you to complete your part. 


Prompt action in this matter will be appreciated by us. 


Very truly yours, 


Dear Sir: 
SPECIAL NOTICE 
Amount Dus §...... 


We must request immediate settlement of this account. 
Any further delay cannot be entertained. Should payment 
not be received within reasonable time, we must consider 
other means of collection. 


Errors or omissions, of course, excepted. 


Very truly yours, 


Dear Sir: 
Amount Past Due §...... 


This account has been called to your attention on several 
occasions. You appreciate the fact that these invoices 
cannot be allowed to remain open any longer. 


If we do not receive your check within 10 days your 
account will be handed to our attorneys. 


Very truly yours, 
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Second Series.—Interval of release 7 days. Strict policy 
for firms selling at wholesale. 


Dear Sir: 
Subject: Overdue account $...... 


Your account with us according to our terms of 30 days 
is now considerably past due. 


We have sent you two requests for payment and in the 
absence of a reply, would like to be advised if there are 
any matters awaiting adjustment. 


We shall appreciate receiving settlement by return mail.- 


Very truly yours, 


Dear Sir: 
Subject: Overdue bills $...... 


Apparently no attention has been given to a number of 
communications regarding the above, and as we know of no 
matters needing adjustment, we now feel, as you should, 
that payment or a reasonable explanation should be forth- 
coming. We shall feel obliged to place your account in the 
hands of our Legal Department unless we hear from you on 
OP DElORE naps ae hc Ae ee ene ee 

Very truly yours, 


Dear Sir: 

Your account has been referred to us by our Collection 
Department. We have examined the statement of claim 
and the papers relating to it, and it appears correct and 
complete in every particular. 


Before bringing suit for the collection of the claim, we 
desire to give you an opportunity to make payment, or 
such arrangements as will be satisfactory to this company, 
which will save you the costs of action. 


Please let us have your answer not later than (date 5 days 
ahead). 
bee Very truly yours, 


LEGAL DEPARTMENT. 
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Factors Determining Collection Systems.—From the fact 
that firms of both collection policies continue to prosper, it 
does not follow that either plan is better than the other or indeed 
defensible. In fact, in the light of comparison and analysis, 
neither would seem to be an ideal solution. The matter of col- 
lection policy hinges upon the securing of satisfactory and 
complete: information. In the absence of such facts nether 
extreme method will operate fairly or without unnecessary 
internal loss—loss either of custom or money. 

There are just three steps in collection correspondence and 
all three are alike critical. They are: 

1. Knowledge on the part of the collector that statement of 
the account has reached the customer. 

2. Information as to whether the account is wilfully or unin- 

| tentionally delinquent. 

3. Drastic or lenient action on the part of the collector accord- 
ing as the results of the second step will dictate. 

—— It has already been suggested what means are open to the 
expert collector for gaining the information called for in the 
second step. When this information is in his hands, his course 
of action should be clear. Knowing that the customer is able 
to pay, there is no reasonable excuse for continuing the concili- 
atory correspondence. Such a policy would involve a loss 
without securing any compensatory return. On the other 
hand, with a knowledge that difficult, unforeseen, and unusual 
circumstances have involved the customer who therefore has 
not the immediate means to pay though he may desire to do 
so, it is an unfair and a shortsighted policy to resort to drastic 
action and endeavor to enforce payment. 

The question naturally arises—what if the desired information 
cannot be obtained? It is at this point that the mediocre col- 
lection correspondent fails and his practice differs from that of 
the successful one. There should be recalled here the statement 
and illustrations showing the importance for writers to get a 
clear picture in mind of the “‘setting’’ before launching out on 
a campaign. Before he is justified in resorting to ezther lenient 
or drastic methods, the collection correspondent must know 
essential facts in the case. The lack of answers to letters, or 
even the receipt of a response indicating without facts, “I am 
not just now in a position to pay,” does not give him sufficient 
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data on which to base a plan of action. He must make up his 
mind as to the worthiness or unworthiness of the customer. 
To offend a worthy client or to be too easy on an unworthy one 
would be alike a culpable error in policy. 

Objection may be raised to the foregoing on the basis that 
all credit customers are already listed on the books as belonging 
in a certain class of ‘‘risks.’”’ Those in the first class will be 
naturally given more lenient treatment and more time than 
those who have received a less favorable rating. This is true 
so far as it goes, but needs supplementing in two important 
respects: 

1. A class-I risk may deteriorate at any time into a lower 
grade, or the lowest grade of risk may and frequently does rise 
into a higher class by virtue of promptness of payment of 
accounts. 

2. While all credit customers are grouped into (usually) 
three or (sometimes) more groups, every credit and collection 
man knows that such a classification is imperfect, and that it 
is merely for convenience of handling that the classifications 
are thus made. Only a comparatively few cases are clear-cut 
first, second, or third class. The rest are uncertain and would, 
if practicable, be handled as individual cases. 

A collection system of correspondence, then, as far as its 
application to a given clientele is concerned, is not at all a 
permanent or stereotyped arrangement. The individuals in 
the groups constitute a shifting, variable collection, whose iden- 
tity in a given class is determined by actual behavior and must, 
as far as possible, be recognized and known continually by the 
department in charge. 


CHAPTER VI 
COLLECTIONS ON INSTALMENT SALES 


A Distinct Problem.—It has been said in an earlier chapter 
that when business houses permit their customers to become 
so dilatory in making payments that the firms are content 
to receive a partial payment of the overdue amount periodically, 
such payments become practically instalment payments. This 
statement is true in some respects. But in such cases the 
interest loss, and the other losses in time and money attendant 
upon collection activities, have not been provided for at the 
outset—have not normally been figured into the sales price of 
the commodity. Though possibly of frequent occurrence 
they are incidental to the business plan of the firm. 

Instalment Price.—In the case, however, of a sale of goods 
on the instalment plan, it is specifically understood and made 
a part of the contract that a certain amount of the total cost 
of the article is to be paid periodically, usually monthly; and 
the selling price of the article in question is made to cover the 
interest loss on the investment the firm is carrying until the pay- 
ments are complete. If the same article is purchased outright 
the price is lower by approximately the amount of the interest 
mentioned. The latter is therefore the real selling price of 
the article, while the former is the instalment sales price. This 
is the exact converse of the wholesaler’s plan of selling on a 
30-, 60-, or 90-day basis, and then allowing a discount for cash. 
It may be added, by the way, that the average purchaser of 
instalment goods does not realize the truth of the foregoing, 
but imagines that the firm is, for certain business promotion 
reasons, willing to accept payment by the month. 

Collections on dilatory customers of instalment goods, there- 
fore, present a separate problem, inasmuch as such collections 
have to be accounted for as many times as there have been 
arranged periods of payment in the contract, say twenty, and 
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as, furthermore, the customer then has twenty opportunities 
to regret the purchase if he regrets it at all. The problem of 
collections on such goods goes back, as in other instances, to 
the sales, and indeed the selling in such goods is a much more 
pertinent factor to collections than in the case of sales mentioned 
in former chapters. It will be necessary therefore to discuss at 
this time the selling plans of the type of goods in question. 
Clear distinction should be made between merely selling on 
time or credit, and selling on instalments. The former state- 
ment would apply perfectly to the sales to a charge customer in 
a department store. The latter refers to a separate type of 
selling and furthermore in practice, if not in theory, to a limited 
group of commodities. It is sometimes said that purchasing 
on instalments is chiefly characteristic of luxuries. This state- 
ment cannot be accepted, however, since in the first place the 
term luxury is not easily to be defined in any case, and since 
secondly, a given article as an automobile or a washing machine 
may be a luxury to one household and a necessity to another. 
Besides, wearing apparel is not infrequently sold on instalments 
by certain merchants. It is possible to purchase an overcoat 
by paying a dollar down and a dollar a week for several months. 
Commodities Sold on the Instalment Plan.—The more usual 
commodities sold on instalments include automobiles, furniture, 
pianos and pianolas, office and store equipment, phonographs 
of all varieties and prices, washing machines, sweepers and such 
household appliances, and other articles that are known as 
specialties. Dictionaries, encyclopedias, and sets of books are 
commonly sold in this way. It is a peculiar fact that, with the 
possible exception of furniture, these commodities are regularly 
offered as instalment goods even though the selling firm may 
carry other articles not thus sold. It seems therefore that the 
inducement is made chiefly on those goods which do not ordi- 
narily find a place in the normal family budget. They are an 
‘extra’? item which may or may not prove to be a luxury. 
Types of Instalment Houses.—Firms selling goods on the 
instalment plan represent two distinct types. There are, in the 
first place, those business houses which handle only the goods 
which are to be thus sold. And there are firms, the large bulk 
of whose stock is of an entirely different kind, which, however, 
handle one or more instalment articles for a specific purpose. 
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The selling problem as well as that of collections is simpler in 
the former case than in the latter, as will be seen. 

Firms Selling Both on Instalment and Otherwise.—A double 
function or a twofold plan always results in complexities which 
may or may not prove to have advantages. Hence an explan- 
atory word should be added with respect to those business houses, 
such as department stores, which carry one or more instalment 
payment articles (generally household and electrical appliances) 
as a departure from their normal stock. Such a practice has 
one advantage and likewise presents a decided difficulty. The 
advantage lies in the fact that inasmuch as purchasers of the 
appliances call once a month to make the regular payment, 
the purpose of a promotion letter is already accomplished as the 
individual will be inclined to purchase any needed merchandise 
at the same store for the sake of convenience. The instalment 
obligation will operate in the same capacity as a “leader” 
commodity. In fact this is the inducement offered by specialty 
organizations when desiring to place their lines in such a business 
house—it will tend to draw trade. It is not the purpose here 
to argue that this contention is not true. 

The difficulty arising from such a combination of purposes 
is that the handling of instalment payment goods by an ordinary 
retailing establishment involves an entirely different system of 
sales, bookkeeping, and collections. If, then, the same force 
undertakes to conduct both types of business there result con- 
fusion and loss of time which have induced many department 
stores to give up the practice, preferring to sacrifice the promo- 
tional advantages rather than to assume the increased operating 
burden. If, on the contrary, a separate force is employed to 
conduct the instalment department from sales to settlement, this 
branch becomes virtually an independent organization and it 
will be treated in the following pages accordingly. 

Instalment Selling Methods.—The method of selling must 
now be looked into. Eliminating mail order houses, a type 
of business which sells largely for cash and hence has a relatively 
simple collection problem, the average firm depends for its sales 
upon advertisement, promotion letters, and display to attract 
the customer into the place of business. The contact between 
customer and seller of instalment goods is made to a very large 
extent by the salesmen seeking out specific customers by house 
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to house canvass, direct sales letter, or other means. Such sales 
are of course supplemented and greatly assisted by magazine and 
billboard advertisement. The sphere of activity of such a busi- 
ness may be large; and in the case of some goods such as pianos, 
a firm may send its salesmen out to surrounding towns and into 
the country and still have a large stock in the city where many 
city customers are attracted by advertising as in the case of 
non-instalment plan goods. 

Inasmuch as a large amount of such business is procured by 
the personal calls of salesmen, it follows that a firm must employ 
many salesmen. And while this is true likewise of a store which 
sells only across the counter, the former group cannot be as 
easily or as well supervised as the latter. Their selling methods 
are therefore more often of a questionable and undesirable nature 
and the results sometimes become a source of trouble to the firm. 
It has been pointed out heretofore that frequently the salesman’s 
commission is greater than the first payment on the commodity. 
As a final argument, occasionally, the salesman agrees to pay 
for the customer the first payment, which the latter happens 
not to be able to make, provided he or she will sign the 
contract of purchase. Even when such an irregular policy is 
not pursued; a clever salesman may argue so well that the cus- 
tomer is persuaded to make the agreement on impulse and against 
a better judgment. In either case a sale is made which is 
early regretted by the customer, not necessarily because the 
article fails to satisfy, but because the family allowance is not 
sufficient to meet the payments month by month. 

The foregoing analysis is merely offered as preliminary to 
the discussion of collections on instalment payment goods, in 
order to indicate the problem presented. It is not intended to 
convey the idea that this branch of business is not a profitable 
one, that the salesmen and collection managers employed may 
not be as capable, efficient, and reliable as any other group, or 
that collections cannot be successfully made. Such a contention 
would be disproved by countless examples. It will be pointed 
out, however, that as this type of business has some unique fea- 
tures, as shown heretofore, corresponding methods and care 
are necessary to its success. 

The charge customer of a retailing establishment, who meets 
promptly at the first of each month the payment for all 
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goods purchased during the past 30 days, offers no problem to 
the firm. In like manner the customer who carries an instalment 
account and makes his monthly payments on the article he holds, 
is fulfilling his contract to the letter. It is when these payments 
begin to lag and the customer gets one, two, or three payment 
periods in arrears that the house faces difficulty and anticipates 
possible loss. The means to prevent such losses must be 
analyzed, and would seem to be fairly clear. 


ESSENTIALS FOR SUCCESS 


Supervision of Salesmen.—First of all must be mentioned 
the sales policy; and this, to be safe, farsighted, and in the end 
profitable, must include a wise selecting of salesmen, their proper 
training, and careful and constant supervision. It is unfortu- 
nately true that salesmen are too frequently hired without much 
knowledge of the integrity and propriety of their methods. 
Such agents often make a practice of misrepresenting the com- 
modity, the firm, and the details of the terms of the contract. 
This has a tendency to make the purchaser dissatisfied when 
the true condition of affairs becomes known, and thus creates 
a feeling against the firm which is wholly unjustified. In other 
cases, salesmen, through ignorance of the commodity or the 
policy of the firm, give out false information with the same 
unfortunate effect. A third group of salesmen has absolutely 
the wrong ideals of salesmanship. Their purpose is merely 
to make as many sales as possible and pocket the commissions. 
Whether the customer will be satisfied with the article, whether 
he or she will want the article a week after purchase, or whether 
it will be possible to pay for it from month to month, is a 
matter of no consequence to such salesmen. ‘The result is again 
a dissatisfied client who will not be interested permanently in 
meeting the instalments. Such accounts are generally difficult 
to collect, and sometimes impossible. To be required to reclaim 
goods after they have been in use for a time, is always an 
undesirable method of avoiding a greater loss. 

Records.—A second essential for success is the keeping of 
accurate records, and the sending of statements of such a char- 
acter that the customer will be aware of the fact that the firm 
is in touch with the details. Instalments frequently lapse 
because the collecting office is not wide awake and allows the 
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customer to realize the fact. If a single instalment period is 
permitted to pass by unnoticed, the delinquent will be tempted 
to take advantage of the neglect whenever he is pressed for funds. 
A lax policy of this sort is not at all uncommon, but it always 
leads to further complications. Strictly prompt payments 
when required will usually be made if at all possible. 

To facilitate promptness, therefore, one of the first require- 
ments will be an easily accessible record in condensed space. 
This is provided by a record sheet, or a record card, on which 
payments made and steps taken to enforce payments may be 
recorded in summary. A glance at a record sheet such as the 
one following (page 75) will give the collection manager or his 
assistant the complete picture of the case to date. 

Nor is it sufficient, in many instances, merely to include the 
amount of the lapsed payment with that of the current payment 
when a notice of the latter is sent. This, while making it evident 
to the customer that failure to pay the preceding month has 
been noted by the firm, does not satisfactorily stress the fact 
and danger of the lapse. It may be sufficient to write the 
statement of the lapsed payment in red ink, to distinguish it 
from the other, as is sometimes done. The credit history or 
rating of the customer (if this is known) may determine this 
point. Where this is unfavorable, a more emphatic means of 
calling the delinquency to his attention is recommended. One 
possible plan is the enclosing of two separate statements, one 
a plain due notice for the current month, and the other a similar 
notice with a brief message typed or stamped upon it, indicating 
the danger of delinquency or the desirability of promptness. 
Such a message need not be a personal one. Indeed it may be 
in the form of a printed inserted slip. The foregoing argument 
is of course all the more applicable if the payments lapse a second 
time. It should be stated here that when customers are easily . 
accessible, possibly residing in the same city, this warning is 
often given by means of a personal call from a salesman—pref- 
erably the one who made the sale. 

When delinquency arrives at a stage where personal letters 
become necessary—and opinion and practice differ as to the time, 
and vary likewise with the type of customer concerned—the 
collection department may treat the case, in the main, as has 
already been outlined in ordinary collections, with the usual 
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appeals in a series of letters. There is, however, one especial 
difference to be noted. 

Re-selling.—Inasmuch as the article, say an electric washing 
machine, has presumably been in constant use, and as the pay- 
ments amount virtually to a rental on the use of the article 
which is, strictly speaking, fully owned by neither seller nor 
purchaser, many delinquents must be from time to time con- 
vinced that the purchase is still justified. In other words the 
article must be resold periodically. It is here that careful and 
wise salesmanship at the outset brings its reward to the collector. 
Should the commodity in question be a non-necessity to the 
customer, as for instance a piano or a victrola in the average 
household, the novelty may have passed in a short time and its 
desirability or usefulness become less in the mind of the present 
owner. 

Such reselling will be done, as has been said, sometimes in 
person and sometimes by letter. If the latter, the personal 
collection letter may be made to include in addition to any of the 
usual appeals, a paragraph pointing out the usefulness or sub- 
jective value of the article to the owner. This paragraph will 
be in fact a selling argument and may be based upon any one of 
the appeals which are used in sales letters and which may be 
thought to be pertinent to the particular case in hand. This 
does not necessarily mean that such letters must be personally 
dictated to each customer. As stated in Chapter IV, the experi- 
ence of every business house will make it possible to have a model 
letter or paragraph available to fit such a case. It is true that 
many firms selling on instalment only, make it a practice to 
send individually dictated letters to each customer who gets 
in arrears and does not respond to the one or two form notices. 
But this custom involves a loss of time and it is a question 
whether such letters are any more effective or even as effective 
as a carefully composed model letter would be. Furthermore, 
an examination of the files will show that the letters, while separ- 
ately dictated, bear great similarity to each other and might well 
have been taken from a series of models. 


FACTORS IN DETERMINING NATURE OF COLLECTION EFFORTS 


In building up a series of collection notices and letters to be 
used in securing payment of lapsed installments, the composer 
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will be governed in the choice of appeals, the intervals of release, 
the methods of notification, and similar features by various 
considerations of which the following deserve attention: 

Status of the Customer.—The financial and the social standing 
as well as the intellectual rating of the customer are all properly 
to be considered. The delinquent who is able to pay and will 
not, cannot be treated as the one who is unable to meet his 
obligations. The same attitude is not taken in the case of a 
professional man as in that of a laborer of cruder sensibilities. 
Many firms have alternate letters to be sent respectively to 
clients of a higher or a lower order of intelligence, it being realized 
that a given communication will be unintelligible to the one 
group while the letter suited to this group will be insulting to 
the intelligence of the former. The letter on page 42, for 
instance, indicating that past due bills mean higher costs and 
affect selling price, is labeled by the company writing it, “only 
to be sent to the more intelligent class of trade,’”’—the appeal of 
interest losses affecting price being thought to be wasted on a 
debtor of limited understanding. 

Nature of Commodity.—The amount and nature of the so- 
called sales talk in the letters of a series will likewise be affected 
by the type and the ‘‘worthwhileness”’ of the commodity in 
general. Some articles, when once installed and used, become 
at once almost indispensible, and hence the need for reselling 
or convincing the owner of their value is unnecessary. In such 
case a different appeal will be found pertinent. When, on the 
other hand, an article has been bought on impulse or when, 
because of changed conditions, the payments on it become delin- 
quent because of some item of expense which seems to be more 
necessary, the customer must be convinced again of the legiti- 
macy of his purchase. 

Applicability of the Article to the Customer.—Again, a com- 
modity may prove to be a necessity to one purchaser and, by 
comparison with other possessions, an undesirable expense to 
another. A piano to a private teacher of music, an automobile 
to a seller of life insurance, or a Rural Route mail carrier, an 
electric washer to a private laundress as compared with the same 
articles to purchasers who could not justify the purchases ‘as 
easily, would offer less collection difficulties and require 
different appeals, 
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Considerations Governing Policy.—The question of eash or 
goodwill which becomes the dilemma in all matters of collection is 
pertinent also in instalment collections. Yet there are instances 
when this difficulty is evidently not so great. Those firms which 
sell a number of different articles may naturally expect to make 
a second sale to the same person. Hence letters from houses 
that sell washers and ironers are very common, a mailing list 
for the sale of the one appliance being made up largely of those 
persons who have already purchased the other. Consequently 
in making collections from delinquent customers such firms bear 
in mind the need of leniency because of the possibility of another 
sale to the same individual. But there are outstanding instances 
of manufacturers and sellers who put out but a single commodity 
and whose collection letters nevertheless bear evidence of extreme 
leniency. It is not merely the desire to retain friendly relations 
in order that the satisfied customer may bring other purchasers 
of the same article to the firm, though this unquestionably is 
a profitable ambition. Such a firm is primarily desirous of 
inducing the part-owner of instalment goods to make payments 
promptly in order that he may eventually pay out and actually 
retain permanent ownership. 

The seller of instalment goods is protected against total loss 
in a way different from the one who sells another class of merchan- 
dise. There is regularly a sales contract in which the customer 
agrees over his signature to forfeit the goods. purchased in case 
he fails to meet his monthly obligations. The contract amounts 
virtually to a chattel mortgage. Yet this instrument is looked 
upon by the firm far more as an inducement to the purchaser 
to make payment and thus retain possession of the purchase 
than as a means of recovery of the same. In fact, what the firm 
does not want to do is to have to take possession of the article 
when once sold. Hence when that stage of delinquency arrives 
at which the firm threatens drastic action, the letter is worded 
so as to lay stress on legal proceedings to enforce payment of 
the past and current instalments rather than upon the alternative 
measures of recovery of the property. Recovery of the article 
is avoided except as a last resort. 

Relation of Goods and Customers.—The fact must be con- 
sidered also that two firms selling different types of goods may 
deal with purchasers who fall into distinct groups as far as social 
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standing, financial standing, and intelligence are concerned. 
Their collection policies and correspondence are, therefore, not 
exactly comparable. Sellers of office equipment, such as files, 
cases, desks, and registers have for their instalment clients 
largely business men who have a definite standing and who 
likewise realize from experience what the obligation represents. 
Those, however, who sell furniture on instalments, deal with 
a class of persons of a rating that would make it normally impos- 
sible for them to carry the entire cost of the commodity on a 
regular charge account plan. Such payments are often on a 
bi-weekly or even on a weekly basis, and hence suit for recovery 
may be threatened at the end of 60 days of delinquency. In 
such instances the policy may not be more drastic than a margin 
of 4 or 5 months would be in the case of a cash register sold on 
a monthly instalment plan to a business man. 

The collection correspondence of firms selling instalment 
payment goods will therefore vary even more as to number of 
letters in the system, intervals, and so on, than will that of the 
merchant selling on a regular monthly charge account. 

Collection Letter Systems.—Two sets of instalment collection 
letters are offered as illustrative of the principles and discussion 
given in the present chapter. 

The first series represents the collection system of a firm selling 
furniture on instalments. The payments in this case are due 
weekly. The first two notices are printed forms, the name and 
address being filled in,- typewritten or in ink. The intervals 
of release will be clear from the dates. The second set is the 
system used by a producing and selling organization whose 
clients are largely business men and whose market is inter- 
national. The payments are due monthly and the intervals of 
release are clear from the letter content and the headings, 
two-payment, three-payment, four-payment letter. In both 
instances the results would indicate that the systems are suc- 
cessful, as sales are steadily increasing and the losses on 
collections as well as the forced recovery of goods are unusu- 
ally low. It is needless to say that both systems are supple- 
mented, as is regularly the case in such types of business, by 
the personal calls of salesmen and collection representatives 
when this is possible. 
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First Series 


July 10, 1924 
Dear Sir: 


No doubt you have overlooked payment on............. 
which was due July 1. Will you kindly send us check or 
make payment at our store. Our terms of payment are 
liberal, and in accordance with the terms of sale in the 
contract we would kindly ask that payments be made as 
mutually agreed. 

Yours very truly, 


July 24, 1924 
Dear Sir: 
The payment son Voursee.. auc... ss is now long past 


due and we cannot continue to carry the account in this 
indefinite manner. 


The terms were plainly stipulated and understood at the 
time of purchase, and we must, therefore, insist that you 
now carry out your part of the agreement without further 
delay. : 

Very truly yours, 


Aug. 1, 1924 
Dear Sir: 


We have now sent you several statements and notices 
calling attention to the fact that you are falling far behind 
in your payments and thereby failing to fulfill the terms 
of your contract with us. We are unable to account for 
this neglect especially as you have given us no reason for 
non-payment. 


We are certain that you cannot be dissatisfied with the 
article you purchased, for it is of standard quality and sold 
at a price which could not be duplicated now. 


May we not ask that you enclose your check for all past 
due payments in the enclosed envelope, or at least inform 
us by return mail what may be the trouble? 


Very truly yours, 
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Aug. 10, 1924 
Dear Sir: 

You have failed to respond to our recent letter calling 
attention to your failure to fulfill your contract with us. 
Unless the back payments are brought up to date by Aug. 15, 
or some definite word is received from you, we can only come 
to the conclusion that you do not wish to retain this article. 


To save yourself trouble and expense let us urge you to 
write or call in to see us at once. 


Very truly yours, 


Aug. 16, 1924 
Dear Sir: 


Because of your failure to answer any of our previous 
notices and letters we are compelled to take steps for 
collection or recovery of the goods purchased, such as our 
contract warrants. If we do not hear from you by Aug. 
24, your account will be handed to an attorney. 


Very truly yours, 


Second Series 


(Two-payment letter) 
Dear Sir: 


Your account is in arrears on our books to the amount 


This condition may be merely due to an oversight on your 
part. If not an oversight, you doubtless have a good reason 
for allowing your payments to lapse, in which event we shall 
appreciate it if you will advise us fully. 


On the other hand, you may have mailed a check by the 
time this letter reaches you. If so, please accept our thanks. 
If not, kindly attach check to this letter and return for 
immediate credit. 

Yours very truly, 
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(Two payments past due) 
Dear Sir: 

Two payments on your account are overdue. 

We are sure it is your purpose to keep this account up to 
date, but you have put off writing a check from day to day 
until your account has become unsatisfactory. 

Each time you send us a payment you bring your ownership 
of the register that much nearer; therefore it will be to your 
advantage to return this letter with check for $...... 


attached. 
Yours very truly, 


(Three payments past due) 
Dear Sir: 

You, like other business men, want a good credit standing, 
for nothing is more essential to business success. 

Good credit depends largely upon how promptly bills are 
met. Yet three payments on your register are now overdue. 
It is important that they be paid at once. 

When you purchased your cash register you promised to 
pay the account in regular monthly payments. As a business 
man you realize that an indefinite time cannot be granted. 

This letter returned with your check for $...... attached 
will place your account in good standing. 

Sincerely yours, 


(Three payments past due) 
Dear Sir: 

Many men have pointed to their credit record as an impor- 
tant factor contributing to their success. They have 
found good credit standing a very valuable asset. Your 
credit record is important. 

A good credit record is established by keeping agreements 
exactly in accordance with the terms. It is easy to meet 
our payments, if each is paid when due, but it becomes 
increasingly hard when one or more payments are allowed 
to become in arrears. 

Three payments on your account are due and should 
be paid. Kindly return this letter with your check for 
TE ere attached. 

Yours very truly, 


COLLECTIONS ON INSTALMENT SALES 


(Three payments past due) 
Dear Sir: 
Three payments are overdue on your account. 


Your register was sold to you on the monthly payment 
plan in order that you might benefit by the use while paying 
for it. 


It is only by the cooperation of our customers in meeting 
their obligations that we are able to sell cash registers on such 
a plan. We must therefore expect each customer to do his 
part by paying promptly and regularly in accordance with 
the terms of his promissory note. 


_ Up to this time we have been very lenient with you, but 
the time has now come when we shall expect you to bring 
your account up to date. 


Therefore, kindly send us your check for $...... by 
return mail. 
Yours very truly, 


(Four payments past due) 


Dear Sir: 
The time has come when serious thought must be given 
your account. Four monthly payments are overdue, total- 


In handling a large amount of business upon a liberal 
monthly payment plan, we must expect each customer 
to meet his payments promptly and regularly according 
to the terms of his contract. 


You have received every consideration, but your account 
has reached such a condition that your continued neglect 
will force us to use other methods of collection. 


We should regret the necessity for adopting more stringent 
methods for obtaining what is justly due us, as this would 
be as disagreeable to us as to yourself. We urge, therefore, 
that you send a remittance at once. 

Sincerely yours, 
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(our payments past due) 
Dear Sir: 


You have permitted your account with us to drift far 
beyond a point of reason. 


We are not in the least uneasy about final payment, 
because we know you are reliable. But, as a business man, 
you know we cannot permit an account to remain so far 
in arrears. 


This matter has been placed before you several times, 
but four payments are still overdue. You must realize 
the seriousness of this situation. 


Kindly forward your check for $...... to bring your 
account to date. 
Sincerely yours, 


(Four payments past due) 
Dear Sir: 


Place yourself in our position. What would you do if one 
of your customers refused to make payments or explain 
why he withheld them? Would you place the account in 
the hands of an attorney? This is the situation that faces 
us in connection with your account. 


We have tried to be considerate—we know of no further 
courtesy we could show you. We do not want to take 
legal action—only your indifference forces us to think of 
such procedure. 


But—your account has reached a point where action 
is required unless you can show us that you are acting in 
good faith. We shall expect a substantial remittancein 10 
days. 

Sincerely yours, 


COLLECTIONS ON INSTALMENT SALES 


(Registered) 
Dear Sir: 

_ You have not answered our letters and we have registered 
this one to make certain of personal delivery so that in 
event suit is necessary we can be sure you have received 
notice. 


You surely do not recognize the position in which you place 
yourself by your continued neglect to adjust this account 
upon a friendly basis. When a judgment is entered against 
a debtor, he is obliged to pay all the costs besides the 
amount of the judgment. Court costs and attorney fees are 
often greater than the original debt. We are sure you do not 
want to add court costs to the price of your cash register. 


The costs are not the only disadvantage of forcing an 
adjustment through the courts. There is always a certain 
amount of unpleasantness and loss of time in connection 
with litigation that most men wish to avoid. 


We are willing to do any reasonable thing to adjust 
this account on a friendly basis and your best course will 
be to get in touch with our agent at once. If, for any reason 
that is impossible, please write to us at once telling what 
you will be able to do. 


We will hold the matter open for 10 days longer before 
taking action. 
Yours truly, 
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(Special letter to precede attorney letter in cases where 
equity is large and balance small) 


Dear Sir: 


The entire balance of $...... owing upon your account is 
past due. This matter has been placed before you several 
times, but we do not seem to be able to get any satisfaction 
through correspondence. 


We appreciate the business you have given us, likewise we 
are anxious to continue the friendly relations that have been 
established between us. At the same time it is only right 
that we should mention that if settlement of this balance 
is not made within 10 days, we shall have no alternative 
but to ask our attorney to take care of our interests by 
repossessing the register. We regret that you have made 
it necessary to send this message. 


You have invested $...... in this register. You cannot 
afford to lose this amount and also the register, when 
payment of the $...... balance now will give you full title. 


Yours very truly, 


It is recommended that the above letters be studied carefully 
with respect to the effect produced by: (1) repetitive and 
cumulative notices; and (2) variation of arguments and appeals. 


CHAPTER VII 
COLLECTION AGENCIES 


Definition.—The term “collection agencies”’ as used in this 
treatise embraces all persons, firms, or corporations whose 
assistance is enlisted by creditors in the collection of their 
accounts from delinquent debtors. Attorneys are excluded 
from this definition, partly on account of the separate treatment 
accorded them in following chapters and partly because of the 
desire to follow closely general business terminology. 

Agencies are outside of the houses which they purport to serve, 
having an existence distinct and apart from them, even when 
organized and operated on a cooperative basis. Acting in the 
capacity of agents, their power is derivative and confined with- 
in the limits specifically designated by the principal. In the 
absence of specific instructions, common practice usually governs 
and determines the exact bounds of their authority. 

Effect of Agencies upon Debtors.—That most people feel some- 
what uncomfortable in a new environment is a well-established 
fact which claims wide recognition. Accordingly, most delin- 
quents are spurred into action by the change in surroundings 
brought about when their past due accounts have been placed 
with a collection agency. This situation is explained by the 
fact that such delinquents are uncertain as to the nature of 
future action that may be instituted against them as a result 
of the change. In view of their lack of familiarity with agency 
practices, they anticipate all sorts of drastic measures, including 
several possible actions at law, whose actual consequences, again 
due to their ignorance, are magnified in their minds manifold. 
They come to realize, furthermore, the seriousness of the con- 
dition of their accounts, and are made to feel the futility of 
further delay and pleas for leniency. 

It is partly for these reasons and partly because many debtors 
abhor collection agencies, which are generally identified with 
harsh methods and associated with unpleasant experiences, 

87 


88 COLLECTION CORRESPONDENCE AND AGENCY PRACTICE 


that delinquents will, upon notice from an agency, hasten to 
make settlement direct with the creditors. Consequently, 
relatively few claims turned over to agencies for collection 
necessitate actual resort to the courts. 

Choosing between Agencies and Attorneys.—There is always 
a time with every creditor when a decision must be reached 
whether to place overdue accounts with an agency or an attorney. 
Many collection managers prefer to utilize the services of the 
former instead of those of the latter. Collection agencies are, 
as a rule, more systematic in following up claims. They usually 
write a whole series of letters and resort to the use of the telephone 
and telegraph before forwarding an account to a correspondent 
attorney. On the other hand, there are numerous irresponsible 
collection agencies which need thorough investigation before a 
claim is placed in their hands. 

It is the purpose of a collection agency, furthermore, to relieve 
the credit manager from the necessity of dealing directly with 
attorneys, to determine for him the real cause of his customer’s 
delinquency, to make the diagnosis, to decide upon the proper 
action and to supervise its performance. Many agencies are 
equipped with all the facilities for collection work, and command 
the confidence and goodwill of their corresponding attorneys. 

It is sometimes difficult, however, to distinguish between the 
two. Collection agencies are frequently organized as adjuncts 
to their respective law firms for the special purpose of assum- 
ing charge of the collection business. They may operate 
merely as commercial departments, or as separate copartner- 
ships or corporations. In this manner, it becomes possible 
for attorneys indirectly, but openly nevertheless, to solicit 
accounts for collection or other legal business, since direct 
solicitation of business on the part of attorneys is prohibited by 
the ethics of the legal profession. 

When to Employ an Agency.—Whereas merchants are tactful 
and use mild means of securing payment, collection agencies are, 
as a rule, harsh and employ forcible methods. Their chief goal 
is to secure payment and earn their commission, which is their 
sole income, even if it becomes necessary to resort to threats, 
veiled or open, and to the use of harsh language. They care 
relatively little for the goodwill of the debtor and seldom attempt 
to retain his patronage for a client. 
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In view of the foregoing it is apparent that once an account 
has been turned over to an agency for collection all friendly 
relations with the delinquent customer are necessarily ruptured 
beyond repair. Even if the claim is ultimately collected, the 
worthwhileness of enforcing it remains to be determined by the 
strength that it adds to the policy of the house together with 
the sum eventually recovered, as set against the charge-account 
profits lost on future transactions by severing business relations 
with the debtor and perhaps with some of his friends. Moreover, 
the amount of the claim may be so small as to afford little 
advantage in pushing it to the last point of unpleasantness, 
unless it be solely a question of policy rather than one of 
expediency. 

Consequently, it is advisable to retain control of a claim 
until all means of securing an amicable settlement have been 
completely exhausted and until the creditor stands ready to 
sever business relations with the delinquent. Sound _ policy 
dictates that no account be handed over to an agency for further 
treatment until and unless all reasonable methods have failed to 
accomplish intended results and the debtor is no longer deemed 
a desirable customer. 

At this stage in the collection process the debtor is notified 
that his account is to be placed in the hands of a collection agency 
unless remittance is received within a specified time, the date 
being just far enough advanced to permit an answer to reach the 
creditor’s place of business. Should the debtor fail to respond 
to the letter threatening such action, all direct dealing with him 
must cease and the account be turned over, as threatened, to an 
agency carefully selected for the purpose. 

House Collection Agencies.—Many business firms are so 
eager to retain control of their bad accounts to the very last 
that they have attempted to imitate outside, bona fide collection 
agencies, sometimes with very good effect from a financial stand- 
point. To do this, they have established what may be termed 
a “dummy” or ‘“‘house”’ collection agency, bearing a name sug- 
gestive of its activities, such as the American Adjustment Com- 
pany. Suitable stationery with appropriate letterheads is 
printed by the creditor resorting to this practice. Care must 
be taken that no address, unless it be a box number, be 
given of such agency. Every attempt should be made to convey 
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the impression that the source of issue of the new series of cor- 
respondence messages is independent and entirely apart from the 
creditor house. For this reason the debtor is always asked to 
remit directly to the creditor firm’s address. 

The following two letters illustrate the gross violation of the 
principles just discussed of which many house collection agencies 
are guilty. These letters were sent to a debtor who moved from 
the city while still owing a balance on certain articles of furniture 
which he purchased on the instalment plan. Although the 
letterhead was that of the United American Collection Agency 
which claimed to collect accounts in every city of the United 
States the address of the agency was the same as that of the 
furniture company for whom the claim was supposedly handled. 
This at once aroused suspicion of the truthfulness of the matter. 
Then each of these letters was signed by a different person under 
the manager’s title. And to accentuate the doubt already 
aroused by the irregularities pointed out as to the genuinness 
of the source and_real intent of these collection efforts, the claim 
was made in each of the two letters that it was a FORMAL 
LEGAL DEMAND. Letter No. 1, read as follows: 


Dear Sir: 


The Statutes of the State of Michigan are very specific 
governing the removal, concealment or disposal of property 
leased under conditional sales contract. 


We have your signature affixed to such a contract covering 
merchandise belonging to the Blank Furniture Company. 


In accordance with the law governing these cases, it is 
necessary that we make FORMAL LEGALIDEMANDat this 
time for the return of said property or the payment for same. 

If we do not hear from you within five days from date, we 
will have no other alternative than to take advantage of the 
protection afforded our client by the Statutes governing cases 
of this character. 

Very truly yours, 


UNITED AMERICAN COLLECTION AGENCY. 
T. Apams (Sd) 


Manager. 
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Five days later the following letter was sent by registered 
mail by the so-called collection agency: 


Dear Sir: 


Your failure to answer the letters written you by this 
office forces me to the conclusion that you entered into a con- 
tract with the Blank Furniture Company, took their property 
and promised to pay for it, or return it, with no intention of 
keeping your promise. 

Under the circumstances, therefore, I must adopt a course 
that I ordinarily like to avoid, namely to ask the law to compel 
you to comply with your contract, or pay the penalty for 
your failure to do so. 


Consider this letter therefore a FORMAL LEGAL 
DEMAND, in accordance with the Statutes of the States of 
Michigan for the return of certain property obtained by you 
of the above mentioned concern, said articles loaned to you 
under a conditional sales contract, and belonging to the 
above mentioned concern until paid in full. Three days 
after the receipt of the registry card signed when this letter is 
delivered if the property has not been returned or paid for, 
action will be started against you on the grounds of FRAUD- 
ULENT RETENTION AND CONVERSION of property 
which does not belong to you, and the said receipt for this 
letter will be submitted in court showing that you have 
refused to return or pay for property belonging to our client. 


Very truly yours, 
UntItTED AMERICAN COLLECTION AGENCY. 


C. Jones (Sd) Manager. 


Some house collection agencies have even gone so far in their 
deceptive measures as to print across the bottom or top of their 
stationery words to the effect that confidential reports are 
furnished by them to the merchants and professional men 
of their city, county, or other district, concerning all debtors 
who prove troublesome to them and who fail to demonstrate 
any degree of credit responsibility. The aim of such a measure 
obviously is twofold. It lends added strength to the claim 
that the sender is an independent organization specializing in 
the collection of stubborn accounts by applying all the pressure 
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necessary until they finally yield to the treatment. A second 
purpose served by such method is to inform the recipient 
of certain drastic means which may be employed should 
circumstances warrant. 

The advantages that may be gained from the employment of 
a house collection agency consist in the elimination of fees that 
would have to be paid were a regular outside agency used instead, 
and in the retention of goodwill and future patronage. Since 
the house collection agency follows, in every respect, the methods 
which are ordinarily employed by independent collection agencies 
there is no reason why it should not be equally successful and 
settle most of the claims out of court. To the extent to which 
doubtful accounts are adjusted by this means without resorting 
to litigation procedure, to that extent savings are effected 
by the pseudo-collection agency. On accounts that require the 
employment of an attorney, however, no economies whatever 
result from the use of a house collection agency device, since 
the full fee that is normally charged for such cases will be exacted 
from the creditor. 

An advantage of much greater importance is the second one 
mentioned above, namely, that of retaining the goodwill of 
some of the delinquents thus handled. Adherents of this plan 
claim that the creditor, even when acting in disguise, is more 
competent in the handling of his bad accounts and that he is 
more capable of treating them patiently and with so much care 
as to retain their goodwill, revive them, and nurse them until 
they are finally reinstated to a desirable standing. Because 
independent collection agencies are too mechanical in their 
treatment of most accounts turned over to them for collection, 
handle them in large numbers, and are concerned wholly with 
the fee that they might charge and which is normally contingent 
upon actual collection, they are said to be almost ruthless, and 
invariably sacrifice goodwill and future business that might 
have been saved for their client had they been more careful 
in their methods of following up the delinquent. It should be 
stated at this point, however, that the authors, in justice to the 
numerous competent collection agencies operating throughout 
the United States, cannot subscribe to such charge against 
all the agencies as a class, for, as will be demonstrated in the 
following pages, their methods and treatment are not as haphaz- 
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ard, mechanical, and unscientific as might be inferred. On 
the contrary, much thought has been given the subject by all 
progressive agencies, independently and through associated 
effort, with the result that their position has been raised to a 
high plane of dignity and responsibility. 

Although the device of setting up a dummy collection agency 
in one’s own firm is very common, the authors must nevertheless 
join the ranks of bona fide collection agencies and numerous 
credit managers in voicing their disapproval and in regarding 
it as an unfair method of competition, unethical, and totally 
unjustifiable. There are sufficient logical and ethical methods 
of securing an adjustment of an overdue account. They can be 
effectively used if the creditor is aware of the fact, and it would 
seem that time and effort would be better spent in an attempt 
to learn how to use legitimate means effectively, instead of con- 
cealing one’s identity in order to deceive his debtors and scare 
them into paying their bills. If progress is to be made in our 
incessant effort constantly to raise the level of business ethics, 
any retarding measure such as described in the preceding 
paragraphs should be looked upon with suspicion. 


TYPES OF COLLECTION AGENCIES 


An exhaustive study of collection agencies reveals several 
distinct types of organizations. These include independent 
_ collection agencies; trade bureaus handling collections; adjust- 
ment bureaus maintained by credit men’s associations, both 
wholesale and retail; mercantile agencies; and credit insurance 
companies. 

Independent Collection Agencies.—To this group belong all 
organizations which specialize solely and entirely in rendering 
collection services to clients. They are independent in the sense 
that they constitute private enterprises organized, either as 
adjuncts to law firms or as separate copartnerships or corpora- 
tions, for the purpose of engaging in the collection business for 
the financial gain that may be secured from efficient management 
and successful handling of claims. Hundreds of such enter- 
prises of varying size and strength may be found throughout 
the United States, some of which are known as ‘adjustment 
companies,”’ some as ‘‘creditors’ protective associations,” while 
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others are merely designated as collection agencies. Whatever 
their firm style may be the essential points common to all of 
the numerous organizations characterized as independent col- 
lection agencies are: exclusive attention to the adjustment and 
collection of stubborn accounts; operation for profit; and a com- 
plete divorce from credit reporting and insurance services. To 
this single group belongs by far the largest percentage of the mem- 
bership of the Association of Commercial Agencies of America. 

Advantages of Independent Agencies.—Commercial agencies 
organized for profit appreciate only too well the extent to which 
their continuous existence is dependent upon efficient service 
and a reputation for reliability and integrity. Consequently, 
wideawake and farsighted organizations spare no effort in their 
incessant attempt to serve clients, realizing that financial 
success is contingent, in the long run, upon meritorious service 
to claimants. Furthermore, many of these agencies, by reason 
of their specializing in one restricted field of activity, are, with 
the exception of the parasitical “fly-by-night”’ species, well 
equipped to render a collection service of no little merit. 

Cooperative Organizations Handling Collections.—Here, as 
in the fields of marketing and production, much progress is to 
be noted in the growth of organizations operating on a non- 
profit, cooperative basis. Many of the various lines of trade 
have organized bureaus within their respective industries and 
have established local representatives or secretaries in the larger 
market centers for the purpose of securing credit information 
and making collections of stubborn accounts. The National 
Association of Credit Men and the Retail Credit Men’s National 
Association, in particular, have been instrumental in the develop- 
ment and widespread use of such mediums by establishing local 
bureaus within their respective organizations. 

Trade  Bureaus.—An_ increasing number of _ trade 
associations maintain and operate bureaus one of whose chief 
functions it is to handle claims of members, usually at a charge 
just sufficient in amount to cover actual costs involved in bringing 
about an adjustment, or otherwise in securing a settlement. 
In fact, some of the services regularly performed by collection 
agencies are frequently rendered by trade bureaus entirely free 
of charge, merely as matter of accommodation. It is not 
uncommon, for example, for such bureaus to handle accounts 
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of claimants who happen to be members of their organization and 
file proofs of claims without cost in all bankruptcy proceedings. 

Not only do boards of trade or bureaus maintained by trade 
associations handle claims for members, but some of them also 
furnish special kinds of collection services, similar in character 
to those provided by some of the larger independent collection - 
agencies. These services usually consist of one or more collection 
letter forms and drafts with draft notices, which are supplied 
to members for a small charge or without cost. The exact nature 
and effectiveness of such services will be described fully in the 
following chapter. 

Credit Men’s Adjustment Bureaus.—The essential difference 
between credit men’s bureaus and trade bureaus lies in the 
fact that the latter confine their activities to a single line of 
trade while the former include many different lines of business 
and are maintained by local associations of credit men. Both 
are cooperative, and conduct the business on a non-profit basis 
for the mutual benefit of all members. Credit men’s bureaus 
are maintained in the mercantile field and by retail merchants. 

A. Mercantile Adjustment Bureaus.—Adjustment bureaus of 
the National Association of Credit Men alone operate at present 
in eighty-five market centers, located in thirty-six different states 
and in the District of Columbia. They are departments of local 
associations of credit men or are affiliated with them. If the 
bureaus are independent organizations, the local association of 
credit men is given representation on the Board of Directors. 
The bureaus are under the close and constant supervision of the 
manager of the National Adjustment Bureau Department of 
the National Association, as well as under close scrutiny by 
committees of local credit men. 

The main purpose of all of these bureaus, and the sole activity 
in some of them, is to handle in behalf of all creditors the affairs 
of insolvent and embarrassed debtors, either in friendly adjust- 
ment or in bankruptcy. Of these two functions, the first is 
performed by all, whereas the latter constitutes one of the chief 
activities of eighty-two out of the eighty-five bureaus. As many 
as sixty-five of the bureaus are also available for investigation 
service, and only forty-eight handle collection items directly, if 
in their own zones; or else they forward such items for collection to 
other bureausand attorneys. The peculiar feature in this connec- 
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tion is that every collection item is received by a bureau with 
the understanding that, should developments warrant action in 
behalf of all creditors, the interest of the one who submitted the 
account for collection becomes subservient to the interests of all. 

B. Retail Credit Bureaus.—In many of the larger cities, offices or 
bureaus are maintained by local credit men of retail establish- 
ments, whose chief aim is to assemble and disseminate credit 
information concerning applicants for credit and accounts 
carried on the books of member merchants. Many of such 
bureaus are also equipped to render a collection service, either 
by supplying members with collection letter forms bearing the 
bureau letterhead or by actually handling the overdue accounts 
through their legal department. 

Advantages of Cooperative Collection Bureaus.—It is claimed 
that such organizations are more directly and deeply interested 
in the elimination of waste and unnecessary expense in the 
collection of accounts for members. Insolvent estates are also 
liquidated to better advantage by creditors themselves, through 
their bureau, than by a court and individuals who have nothing 
at stake. Many of these bureaus have skilled appraisers and 
competent attorneys and merchandising men to place in charge 
of the affairs of insolvent debtors, should such action become 
necessary. In addition, they keep in touch with special avenues 
through which merchandise inventories of bankrupt estates 
may be disposed of regularly to greatest advantage. 

The charges made for the services of such bureaus never exceed 
those exacted by independent agencies and are frequently consider- 
ably lower than the fees established by the Commercial Law 
League of America. 

Another advantage of no little significance lies in the 
constructive features of their work. Some of them already are 
concentrating their attention and energy to analyzing, solving, 
and prescribing for the commercial ills encountered by unfor- 
tunate but honest debtors. In addition to the normal functions 
of collecting accounts, investigating commercial crooks, and 
liquidating insolvent estates, progressive bureau managers feel 
the responsibility of making adequate diagnoses and of applying 
proper remedies so that the weak concerns may be rehabilitated 
and their assets saved and preserved. These bureaus are, as 
a rule, more jealous of the goodwill of their members than are 
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independent collection agencies, and are therefore more apt to 
apply constructive methods in their efforts to enforce payment 
of overdue bills so as to retain as much of the patronage of delin- 
quent debtors as possible. 

Mercantile Agencies.—R. G. Dun & Company and numerous 
smaller agencies, whose chief business it is to gather and dis- 
seminate credit information, also offer a collection service to 
their subscribers. Obviously, the degree of expertness with 
which they discharge their collection function is directly con- 
tingent upon the importance that is attached to the collection 
part of their business. With some mercantile agencies, repre- 
sented by organizations such as the Credit Clearing House, 
prior to the formation of the Credit Clearing House Adjustment 
Corporation, collections are sufficiently profitable, because of 
the large proportions which they have assumed; hence consider- 
able time and effort are devoted to make them as constructive as 
science and judgment will permit. Other credit service organ- 
izations, on the other hand, attribute relatively little importance 
to collections and are consequently less attentive in the handling 
of claims for collection. In fact, so little attention is given by 
some of the mercantile agencies in the latter group to collections 
that they merely act as forwarders of claims received from 
subscribers. Even under such circumstances their part should 
not be underestimated, since they must exercise good judgment 
in the selection of receiving attorneys, because, after all, they, 
and not the receiving attorneys, are held responsible by their 
clients for the success or failure in securing satisfaction. 

Credit Insurance Companies.—In case of optional policies, 
the indemnified may elect to file with the insurance company, 
for collection, accounts which are not over 60 days past due 
- under the original terms of sale in order that the debtor may 
be deemed insolvent for the purpose of the policy. Where the 
filing of an account with the company is not optional, such 
account must be filed before it is 75 days past due under the 
original terms of sale. This action, whether optional or required, 
serves as a “‘notification of claim” for indemnity as required by 
the policy in order to prove losses covered by credit insurance. 

Irrespective of the type of policy, the insured is expected to 
make every practicable effort to collect an overdue account, or 
as large a portion as possible, before turning it over to the credit 
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insurance company for collection, even if it becomes necessary to 
place it with an agency or attorney, provided, of course, that 
settlement is made before the expiration of the number of days 
stipulated in the policy; otherwise the claim must be withdrawn 
and filed with the insurance company. 

Policies requiring the insured to turn over their past-due 
accounts to the insurance company for collection have been 
objected to on the ground that in its collection efforts the com- 
pany is likely to consider its own interests to the exclusion 
of the interests of debtor and insured. Its only concern is the 
immediate settlement of the account and the collection of the 
largest sum possible, even though it becomes necessary to force 
the debtor into bankruptcy in order to obtain it. 

Collection Agencies Classified.— For the sake of convenience 
all agencies may be divided into classes on the basis of radii of 
operation, according to the nature and type of clientele served 
by them, or with reference to the lines of trade with which they 
are particularly concerned. Some agencies operate locally, 
confining their efforts to making collections within the city 
limits; others are sectional in character and cover a much larger 
territory, comprising one or more states. Thus there are agencies, 
for example, which specialize in the handling of claims against 
debtors residing on the Pacific coast, or in the South, in the 
Middle West, in New England, etc. A third group of agencies 
pride themselves on the fact that they operate on a national or 
international scale and that they make collections “‘everywhere”’ 
or ‘‘the world over.’’ In this group are to be found the largest 
collection organizations in the United States. Organizations of 
this group maintain branches in different parts of the country, 
but more frequently have established connections with a large 
number of reliable receiving agencies and attorneys to whom 
they forward claims which cannot be handled effectively direct 
from the office because of the distance that separates debtor 
and forwarder. 

On the basis of chentele, agencies may be divided into wholesale 
and retail. Many of the collection agencies, including most 
trade bureaus, credit men’s adjustment bureaus, most mercantile 
agencies, and all of the credit insurance companies, limit their 
activities to the handling of claims against merchants and manu- 
facturers. On the other hand, there are numerous agencies, 
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most of which operate within a restricted area, which make 
a specialty of making collections from consumers. They there- 
fore operate within the retail field and solicit accounts not 
only from retail merchants and manufacturers selling direct 
to consumers, but also from professional men, particularly physi- 
cians and dentists who are, as a rule, poor collectors themselves. 
In fact, a few agencies may be found who will not handle any 
but professional accounts for which they have probably built up 
a good reputation. 

A third classification is based on the lines of trade whose 
overdue accounts they handle. There are agencies and boards 
of trade that have trade name such as the Lyon Furniture, 
Hardware Board of Trade, and Stationers’ Board of Trade, which 
confine their collection activities to their respective lines of 
trade; while others cover the general field and may therefore 
be named, “‘General Collection Agencies.’”? Many of the special 
collection agencies, as well as most of the general, are created 
for profit,” while others are not organized for profit but merely 
function in order to improve conditions in the trade for the 
benefit of all of the members of the association. 

Selecting the Right Agency.—In view of the fact that many 
small agencies, whose ability and honesty are not beyond ques- 
tion, may be found in nearly every locality, it is considered good 
practice to investigate the reliability and efficiency of an agency 
before placing any business in its hands. Altogether too many 
such organizations experience a short-lived existence; they 
are transient and therefore irresponsible. Many of them are 
so slow in making remittance of amounts collected that the client 
has to resort to the aid of courts before they can be forced to 
turn over such funds. Other unscrupulous agencies misappro- 
priate funds collected in such a way that they can never be 
recovered. Many more objections have also been raised against 
the unbusinesslike methods and procedure followed by agencies 
with limited experience or fraudulent designs. Occasionally, 
misrepresentations are made concerning the financial condition 
and practices of the agency soliciting collection business. 

As a manager of one of the largest collection agencies in the 
country so aptly put it: ‘‘It takes very little capital for a man 
to start a collection agency. A few hundred dollars can buy 
all his equipment, pay the first month’s rent, have the stationery 
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printed, employ a stenographer, and thus blossom forth as a 
collection agency.”’ Many of these smaller agencies have honest 
intentions but exercise poor judgment. They will secure 
accounts for collection, and having collected them and run out 
of funds with which to meet their own pressing obligations, 
they proceed to apply the money so collected to the payment 
of their own personal debts, instead of remitting such sums to 
their clients. This sort of misappropriation of funds belonging 
to creditors is frequently accomplished in the hope that business 
will improve in the immediate future sufficiently to enable them 
to pay back to clients all of the money that has been wrongly 
applied, and thus extricate themselves from the financial difficul- 
ties. Not knowing whether or not their accounts have been 
collected, clients are not likely to press the agency for payment 
for some time. 

Occasionally, the agency is fortunate in improving its business 
to such an extent as to be able to square itself with its clients, 
whose funds have been misapplied. Frequently, however, such 
agency is badly disappointed, its business does not improve as 
anticipated, all hope is shattered, and failure due to lack of 
financial responsibility is the inevitable consequence. In the 
mercantile field alone it has been estimated that creditors are 
losing over a million dollars a year through the failure of collection 
agencies to account for moneys that they had collected for 
their patrons. 

There are also many collection agencies, whose owners, while 
they have never embezzled any funds they have collected for 
their chents, have nevertheless been dishonest with patrons 
during their entire existence. Some of them may remain in the 
collection business indefinitely and never be discovered. On the 
other hand, the most successful agencies in the United States 
today are not the unscrupulous ones but the agencies which deal 
with patrons in the open, and whose honesty and integrity are 
beyond the shadow of a doubt. 

Several illustrations indicative of the way in which some 
collection agencies may employ dishonest practices with apparent 
success are pertinent at this point. As will be shown in a later 
chapter, many collection agencies offer two or three different 
kinds of services, for which different rates of commission are 
charged and one of which may be advertised as free. Little 
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stretch of imagination is needed to see the possibility for a dis- 
honest agency to charge for the 15 per cent personal demand 
service, when as a matter of fact the money might have been 
collected by means of a special service for which a much smaller 
fee is usually exacted. Again, such an account might have been 
collected through the service which is advertised as being ren- 
dered free of charge instead of through the special or 15 per cent 
service. Obviously, it is extremely difficult for creditors to 
check up on such practices, since agencies with fraudulent designs 
are clever enough to conceal actual conditions successfully. 

Similarly, some agencies make a practice of charging suit 
fees where suits have not been filed. Others pad court costs, 
which clients are required to advance, and add many other extras 
in order to exact maximum compensation from patrons. 

All of these dishonest practices continue because many of the 
smaller and unreliable agencies have learned some startling 
facts, namely, that creditors seldom have real knowledge of 
what transpires during the collection of an account by an agency, 
that it is easy to conceal the true condition of affairs, and that 
the majority of clients are altogether too careless in this matter 
and therefore seldom attempt to investigate every single charge 
made. Hence the necessity for emphasizing, time and again, 
the importance of investigating the financial responsibility on the 
part of a collection agency, its reliability, methods, and practices, 
before any accounts are placed in its hands. There are still 
too many reliable collection agencies with a valued reputation 
at stake, whose fair treatment of their clients has been 
demonstrated repeatedly, to necessitate the assumption of any 
hazards on the part of creditors by placing claims with 
organizations totally unknown. 


METHODS OF PREVENTING DISHONEST PRACTICES 


Licensing Collection Agencies.—Because of the numerous 
dishonest practices employed by many of the smaller agencies, 
particularly those operating in the retail field, it is being urged 
that the various legislatures enact license laws in order to exercise 
some supervision over their activities. It is the belief of the 
advocates of this plan that government supervision would 
enhance the standing of the collection business, and by eliminat- 
ing gradually the migratory and fly-by-night species, the honest 
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and reliable agencies would receive the protection against 
unfair competition to which they are justly entitled. It will 
not be surprising, therefore, to see such sentiment crystallized 
into some definite form in the near future, largely through the 
activities of such organizations as the Commercial Law League 
of America, the Association of Commercial Agencies of America, 
and the national associations of credit men. 

Files of the National Association of Credit Men.—To safeguard 
creditors against abuse at the hands of irresponsible, inefficient, 
and unscrupulous collection agencies and attorneys engaged in 
collection work, the National Association of Credit men offers 
a collection agency service, upon request, to its members. It 
maintains for the purpose a very complete file of collection 
agencies and attorneys handling claims, containing all the essen- 
tial data necessary to compile the reports which go out to 
members upon their request. These reports are privileged 
communications and contain extremely valuable information. 

Where figures are available, these reports include some idea 
of the financial strength of the individual or concern in question. 
Antecedents are then cited and the adaptability of the principles 
and business career of the subject are pointed out. Then there 
follows an outline of the services that the subject claims to render. 
These services are commented on and analyzed from the exper- 
ience of the Association. If it is one of the ‘‘pay in advance” 
agencies, the fallacy and sometimes the danger in using that 
kind of a service may also be pointed out in the report. Finally, 
if any complaints have been received concerning the subject of 
the report, such facts are given together with a complete outline 
of their character. 

Association of Commercial Agencies of America.—Another 
vital factor in the eradication of abuses and elimination of uneth- 
ical conduct between agencies and clients and among agencies 
themselves, is the Association of Commercial Agencies of 
America. This organization was formed in 1919, according to 
the first article of its constitution, ‘“‘for the purpose of rendering 
more uniform the method of handling collections and adjustments 
in every branch of commercial enterprise without in any way 
lessening legitimate competition, of raising and maintaining 
the standard of the collection business, and adopting a code of 
ethics that will be beneficial to all concerned.” 
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As yet, the membership in the Association is confined to 
laymen, consisting of individuals and representatives of individ- 
uals, firms, or corporations, engaged in the business of collecting 
accounts and making adjustments for wholesalers and manufac- 
turers. There is much agitation, however, in favor of extending 
the membership through a removal of the provision requiring that 
the organization shall consist solely of laymen, in order to permit 
law firms which are large forwarders of business to become mem- 
bers of the Association. It is also interesting to note that the vari- 
ous members of the Association confine their activities to the 
handling of claims of wholesalers and manufacturers and are not 
concerned with collections for retailers and professional men. 

As a means of accomplishing the high purpose for which the 
Association was formed, the members recognized the necessity 
of making their calling an honored one through the eradication 
of abuses and the development of a high responsibility to their 
clients and to one another. Accordingly, a number of ethical 
guide posts or standards of performance, designated as the Code 
of Ethics, were adopted by the Association in July, 1923. This 
Code serves as a constant reminder to each member of ‘“‘the high 
purposes to which he dedicates himself in becoming a member of 
the Association of Commercial Agencies of America.” 

In order to indicate some of the unfair practices of clients, 
agencies, and attorneys in the collection of stubborn accounts, 
particularly those alleged to exist in the relationship between 
forwarder and receiver of claims, as well as to point out definitely 
the membership reaction toward such practices and their earnest 
attempt to raise the level of ethics of their profession, a brief 
discussion of the provisions of the Code of Ethics will not be out 
of place. These provisions may be summarized as follows: 

1. The Association endorses the existing schedule of rates of 
the Commercial Law League of America, together with its rulings 
in connection therewith. Such resolution aims at uniformity of 
charges, a thing which is much desired by creditors. 

2. It urges the separation of collection or trust funds from 
general funds. It is felt that a client’s funds should be placed 
in a separate depository so that if the agency becomes financially 
embarrassed or otherwise involved, there will still be sufficient 
funds with which to pay claims that have been collected on behalf 
of clients. 
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3. Some unscrupulous agencies would receive claims for 
collection on one schedule of fees and forward them on lower 
terms to the receiving attorney. Such practice has never met 
with approval by honest and efficient collection agencies and is 
now definitely condemned by resolution. 

4. It happens sometimes that belated responses to agency 
collection efforts are made in the form of settlement of claims by 
the debtor after such claims have been forwarded to attorneys. 
As soon as forwarders learn that these claims are about to be 
paid they attempt to withdraw them from the hands of attorneys 
without compensation, even after attorneys have rendered service 
in connection therewith. Such practice is condemned as unfair. 

5. The Association also condemns as unfair the filing of a 
number of claims in bankruptcy direct with the referee, and the 
sending of only one or a limited number of claims to an attorney 
for the purpose of having the latter keep the forwarder informed 
of the progress of the bankruptcy proceedings. A similar ruling 
has also been passed by the Commercial Law League of America. 
It is considered unfair to involve a receiving office by a forwarder, 
without adequate compensation. If such a receiving office is 
to be used for the sake of information that it may furnish to a 
forwarder concerning the progress of bankruptcy proceedings, 
then all claims held by said forwarder against the debtor involved 
must be sent to the attorney. 

6. The Association also disapproves of the practice of clients 
to refuse to pay reasonable compensation to attorneys or agencies 
when they have caused the return of goods to them. Not 
infrequently a claim, amounting, say, to $500, is forwarded to an 
agency for collection. After some attempts to collect the amount 
it is discovered that the debtor alleges that he has not ordered 
the merchandise or that he did not receive what he has ordered. 
Upon advice from the agency, the client decides that the goods 
be shipped back to him; but when a statement of commission is 
submitted by the agency the client either refuses to pay any 
commission whatever or else advises that he will pay commission 
only on the value of the returned goods, which in this case may be 
only $100. No hard and fast rule can be formed as to how 
such relationship between agency and client should be governed, 
since circumstances and the goodwill of the clent must be taken 
into consideration. Agencies voice their general disapproval, 
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however, of indiscriminate refusals to remunerate for assistance 
in recovering merchandise. 

7. The organization looks with disfavor upon unnecessary 
requests for reports from attorneys or correspondents. 

8. The practice of attaching more than one law list coupon on 
business forwarded to a receiving attorney or sending bonding 
notices to more than one law list publisher on any one item sent 
to a receiving attorney is condemned as unfair. 

The other provisions of the Code of Ethics are as follows: 

9. We condemn as unfair the practice of requesting free 
commercial reports from attorneys on the promise of business 
without reasonable assurance that that promise can be kept. 

10. We condemn the practice of using a form of notice which 
purports to be a summons or other writ used by a court, for the 
purpose of deceiving a debtor into believing that legal action has 
been actually commenced, or that the communication is a court 
notice. 

11. We look with disfavor upon the practice of advising debt- 
ors that a claim has been assigned to an agency when no such 
assignment has been made. 

12. We condemn as a reprehensible practice the use of a name 
of an attorney by a forwarder in connection with a claim before 
it has been placed with the attorney for collection. 

13. We condemn the practice of cooperating with attorneys in 
the solicitation of claims against involved debtors unless in cases 
where the pending failure is fraudulent and where it is in the 
interest of creditors to do so. 

14. We vigorously condemn any attempt by a layman to 
practice law. 

15. We favor and urge that all relations with clients and with 
the commercial lawyers be guided by the highest ideals of fair- 
ness and cooperation. 

To enforce the Code of Ethics, the Association has a standing 
Grievance and Complaint Committee whose function it is to 
employ counsel and incur all other expenses incident to taking 
testimony and conducting proceedings on accusations against 
members for violations of their duties as members. If found 
guilty of the charge or charges by the Committee the member 
is suspended from the Association. 


CHAPTER VIII 
COLLECTION “SERVICES” 


Joint Effort by Creditor and Agency.—Numerous agencies 
may be found in different parts of the country whose services 
require that an overdue account be handled, wholly or in part, 
by the creditor himself. While most of them come to the aid 
of their subscribers after the latter have completed their part 
of the joint effort, a few agencies refrain entirely from handling 
collections, but content themselves with selling their services. 
These services generally consist of certain forms and collection 
letters, which are sometimes accompanied by a list of attorneys 
to whom subscribers may forward their claims for collection after 
other efforts have been exhausted. 

Some of these agencies are organized on a cooperative basis 
and managed for the mutual benefit of the members of an 
association, while others engage in rendering the service purely 
for profit as independent enterprises. 

Types of Collection Services.—All services sold to subscribers, 
contingently or otherwise, purporting to aid them in their cease- 
less endeavor to secure payment of delinquent accounts may 
be roughly divided into three classes, according to the nature 
and extent of agency intervention that is involved. In the first 
class may be placed all those services which do not provide for 
any direct assistance from the organizations selling them. The 
second class embraces those services which require relatively 
little intervention of the respective agencies. In the third class 
are included all so-called ‘‘Direct Demand,” “Initial Letter,” 
or ‘‘One Letter,’”’ services whose aim is to shift the major portion 
of the burden from the subscriber or user to the agency. 


NON-INTERVENTION COLLECTION SERVICE 


Nature and Purpose.—There are a number of law list 
publishers and collection letter houses that have devised a whole 
series of forms of collection letters, drafts, notices, and the like, 
for use by subscribers. These forms are sold or given free of 
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charge to subscribers for other services that may be furnished 
by the company, who fill in the blanks and forward them to 
delinquent debtors as a last resort. The main purpose in using 
these forms is to impress the recipient with the idea that they are 
sent direct by the agency whose letterhead or other identification 
they bear, for in that feature lies their chief source of strength. 
In this manner it is possible for publishers to furnish the service 
described at moderate rates, since no effort whatever is required 
of them, unless they also publish lists of attorneys whose honesty 
and reliability they guarantee by a bond executed with the 
subseriber. When so guaranteed it becomes necessary at least 
to maintain a complaint department in which all matters of 
complaint received from patrons, arising out of transactions 
covered by the bond, may be entertained and adjusted to their 
satisfaction. 

Non-intervention Collection Service Illustrated.—This type 
of collection service is probably best illustrated by the kind of 
assistance that is rendered to subscribers by the Department of 
Guaranteed Attorneys maintained by the United States Fidelity 
and Guaranty Company, a service which claims wide and 
effective usage in different parts of the country among some of 
the largest business enterprises. 

Collecting by Letter.—Subscribers or holders of the bond of 
guarantee issued by the company are furnished with three types 
of collection letter blanks with which to ‘‘dun”’ their delinquent 
debtors. The unique feature of the first letter is the absence of 
any attempt therein to conceal the sender’s identity. Accord- 
ingly, it bears the signature of the creditor as a holder of the 
bond, who merely demands an immediate settlement, lest he 
be forced to place the account with an attorney for further 
action. Debtors are requested in all instances to communicate 
with the creditor direct instead of the United States Fidelity 
and Guaranty Company, and to make remittances in the same 
way (Fig. 7). 

If the first letter fails to secure the desired results a second 
letter is addressed to the delinquent. An interval just long 
enough to permit a reply to reach the creditor is usually allowed 
between letters. 

In the second message the delinquent customer is threatened, 
in a veiled fashion, that drastic measures will be adopted if remit- 
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tance is not forthcoming. He is told that it would be to his 
advantage to settle at once. An open threat is finally made in 
the third and last collection letter form, in which the recipient 
is urged to remit the amount due at once, and warned that 
failure to comply will necessitate the employment of an attorney. 
The last two letters not only bear the letterhead of the seller of 


Collection Letter of a holder of the bond of the 


United States Fidelity and Guaranty Company 
ISSUED BY THE DEPARTMENT OF GUARANTEED ATTORNEYS, 
Home Office, Baltimore, Md. 


Capital paid in cash, 5,000,000. Total Reasources over 36,000,000 


PN 
R. HOWARD BLAND, Pres. 





Dear Sir: 


The amount of your overdue { note } | with 


account without \ interest 
is $2 


The undersigned begs to advise that immediate settlemeni will obviate the necessity of placing this 
claim for prompt action in the hands of an Attorney who will, on our notice, be covered by the bond of the 
United States Fidelity and Guaranty Company, which we hold. 





—Tieiding bond of United States Fidality and Guaranty Compsuy 


Remiftasces and communications No. ine Pee Sires: 


should be made to creditor direct and 


not to the U.S. F. & G. Co. 





City State 


[Seo ue RM te RE A ee ol 


Fig. 7.—First collection letter sent by a holder of the bond of the United States 
Fidelity and Guaranty Company. 








the service, but also purport to come directly from that company, 
thereby increasing their effectiveness (Figs. 8 and 9). 

In the event that the collection letters fail to accomplish the 
desired end, subscribers may then, if they so wish, forward the 
claim to one of the attorneys named in the latest revised list or 
supplement, together with a letter of advice in which the attorney 
is instructed as to what procedure is deemed desirable. To 
make the bond of guarantee operative, the home office of the 
bonding company must be notified of the action by means of a 
“bonding notice” provided for the purpose. A full description 
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of the uses, together with exhibits, of the “letter of advice”’ 
and “bonding notice” will be found in a later chapter of this 
volume. 

Collecting by Draft.—Should it be the intention of a subscriber 
to draw upon the debtor, the last two letters of the collection 
letter series are omitted and an advance notice of draft followed 
by the draft itself are substituted for them. The purposes of 












Colfection Letter of, a holder of the bond of the 
United States Fidelity and Guaranty Company 
ISSUED BY THE DEPARTMENT OF GUARANTEED ATTORNEYS 
Home Office, Baltimore, Md. Branch Offices Everywhere. 






















Capital paid in cash, $4,500,000 Total resources, over $33,000,000 
GA. 
ee ee ee ees 

To 
Dear Sir: 

BSS SOUT ETO Were Mn 
our/subscribers, of ee ee have ia' claim: against you 
amounting to $___EESSSSSsS whch iss past due. 


They have sent you the usual reminders and have requested settlement without 
effect. 
If you remit to them, no further action will be necessary. We are sure it will be to 


your advantage to settle at once. 
Very truly yours, 


UNITED STATES FIDELITY & GUARANTY CO. 
Department of Guaranteed Attorneys 


















Remittances and commu- 
nications should be made to 
creditor direct and not to the 
U.S. F. & G. Co. 









Second collection letter sent by a holder of the bond of the United 
States Fidelity and Guaranty Company. 


Fie. 8. 





the advance notice are twofold. It gives the debtor another 
opportunity to make remittance, since the employment of a 
draft is still regarded as one of the more forcible methods, except 
in trades where it substitutes for the common means of payment. 
Especially is a draft effective when the drawee is informed in no 
uncertain language of the steps that will be followed if payment is 
not made on presentation. Another purpose served by the 
advance notice is to afford the debtor sufficient time in which 
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Collection Letter of a holder of the bond of the 


United States Fidelity and Guaranty Company 
ISSUED BY THE DEPARTMENT OF GUARANTEED ATTORNEYS 
Home Office, Baltimore, Md. Branch Offices Everywhere. 

Capital paid in cash, $5,000,000 Total resources, over $36,900,000 


To 


Dear Sir, 
As you have not remitted M___—_ 


of. , our subscribers, 
in settlement of their account against you amounting to $__________——— you are 
hereby advised that unless a remittance ts made to them at once, this account will be 


placed for collection with our bonded attorney for your town, for prompt action. 


Very truly yours, 


Remittances and commu- 
epee anal or iS UNITED STATES FIDELITY & GUARANTY CO. 


creditor direct and not to the Department of Guaranteed Attorneys 
U.S. F.& G Co. 





Fig. 9.—Third and last collection letter of the series sent by a holder of the bond 
of the United States Fidelity and Guaranty Company. 


BRANCH OFTICES é ADVANCE NOTICE OF DRAFT FROM A HOLDER OF THE BOND OF THE 
Histtws UNITED STATES FIDELITY AND GUARANTY CO. 


ISSUED BY THE DEPARTMENT OF GUARANTEED ATTORNEYS, 
HOME OFFICE, BALTIMORE, MD. 


To 


Dear Sir:—If we do not receive remittance to cover your overdus 
{ee bycc aes e eee eeoe we shall on that date draw upon you through 
Bank of. 


forte eis ic SE eS Se Dollars, 
with instructions to Bank, if our draft is not paid on presentation, to hand our claim for collection 
to an Attorney who will, on our notice, be covered by the bond of the United States Fidelity and 
Guaranty Company, which we hold. 


Signed 


Holding bood of United States Fidelity and Cuarsaty Ce, 


Street and No. 
City and State 





Fic. 10.—Advance notice of draft, 
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to prepare to meet the draft when presented by the bank for 
collection (Fig. 10). 

After sufficient time has elapsed to allow a reply to reach the 
creditor’s office, a draft is drawn on the delinquent and forwarded 
to a bank in his locality, the name of which is secured from the 
“Guaranteed Attorneys List’’ published by the company whose 
services are utilized. Every draft must be accompanied with 
sufficient postage to cover exchange charged by the bank, the exact 
amount of which varies from 10 cents up, according to the size of 
the city in which the bank is located and the amount of the draft. 

Since the increased use of drafts in the collection of accounts 
has caused many drafts to be returned unpaid, the service has 
become increasingly burdensome, so that many banks are now 
prompted to refuse to handle drafts free of charge. It is therefore 
advisable to enclose a small fee, anywhere from 10 to 25 cents, 
with the draft, to cover actual expenses of handling it. 

The draft form furnished by the United States Fidelity and 
Guaranty Company combines with it the drawer’s instructions 
to the bank and to the attorney, respectively, the bank being 
instructed in every instance to deliver or mail the draft, if dis- 
honored on presentation or unpaid at maturity, to an attorney 
named on the reverse side of said instructions (Fig. 11.) 

The draft referred to in the preceding paragraphs is drawn in 
duplicate, so that a non-negotiable copy of it may be sent to 
the drawee, in order to emphasize the gravity of the measure 
by calling his attention to a copy of instructions to the attorney 
to whom the case will be referred if said draft is dishonored. 
This is accomplished by means of the “Draft Notice” at the 
top of the draft duplicate or specimen, which is in a position 
similar to that of the drawer’s instructions to bank of the original 
draft. 

If the draft is dishonored, it is forwarded by the bank to the 
attorney named by the drawer, with instructions to “take 
prompt action for its collection”’ on terms specified on the back 
of the draft, but not to compromise nor to receipt debtor in full 
for any partial payment unless specifically authorized to do so. 

In this connection it is important to bear in mind that 
subscribers are protected against embezzlement on the part of 
attorneys of funds collected by them, as well as against all kinds 
of fraud only when the Guarantor is notified of the name and 
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address of the attorney to whom the draft was forwarded by the 
bank. To facilitate the giving of such notice, special blanks, 
which form a part of the draft forms, are provided by the agency 


SUBJECT: DRAFT ON 
We take the name of your Bank from the 
“Guaranteed Attorneys List” of the United 
DEBTOR States Fidelity and Guaranty Company, Balti 
more, Maryland. 


DRAWER’S INSTRUCTIONS TO BANK 
Gentlemen: (To be torn off before presenting) 


If our attached Draft o7 this debtor is paid at maturity, please remit proceeds direct to us, the 
undersigned drawers thereof, and not to the United States Fidelity and Guaranty Company. 

If Draft is dishonored on presentation or is not paid at maturity, please promptly deliver or mail it 
to the attorney named on the reverse hereof. 

We enclose stamped envelope bearing attorney's name and address. 


ee: DO NOT PROTEST 


BANK WILL PLEASF TEAR HERE CANK WILL PLEASE YEAR HERE 





STATEMENT DRAWER’S INSTRUCTIONS TO ATTORNEY 


a NAMED IN LETTER TO BANK 








Dear Sir: Payment of our annexed Draft having been re- 
fused, we, the undersigned drawers thereof, hereby authorize you 
to take prompt action for its collection on the terms stipulated on 
the back hereof. 


Promptly acknowledge receipt and advise what course ts best 
lo pursue. Wire, if in your opinion the circumstances warrant. 
Do not make any compromise nor receipt debtor in full for 
any partial payment. Remit all money collected direct to the 
undersigned by P.O. Money Order, Bank Exchange or Express. 


#@ DO NOT DETACH FROM DRAFT 





DRAFT DRAWN BY A HOLDER OF THE BOND OF THE 
UNITED STATES FIDELITY AND GUARANTY COMPANY 
r DEPARTMENT OF GUARANTEED ATTORNEYS 
4% Total Resources, over $36,000,000 Home Office, BALTIMORE, MD. 


$ eet ED, 


> eee 
WITH CURRENT EXCHANGE 


At sight; Pay tovthe orderio) the= —  — BANKO} 


es ee ER. SUT Of nF ee DONATES 
WITH CURRENT EXCHANGE 


Value received and charge to account of 


1A 0) cappntt es ee eee eS ee 


Ald drre's 5 72) 3 Aon ee ee eee ee ee 





PATENTED IN THE U. S. JULY 21. 1914 


Fig. 11.— Draft drawn upon debtor, including instructions to bank and attorney, 
respectively. 


(Fig. 12). As soon as it is received by the home office, the notice 
or coupon is filed against the attorney and the bond of guarantee 
is thus made operative. 

Use of Stubs.—A feature of some importance from the stand- 
point of mechanical detail and record keeping, is the provision 
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of stubs to all forms furnished by this and other companies 
rendering similar services. In them appropriate spaces are 
provided for recording the nature of the collection effort that 
has been taken, the date of such action, name of addressee, name 
of debtor, amount involved, and other pertinent matter, as the 
particular case may require. 


When advised that Bank has handed Draft to Attorney 
SEND THIS BONDING NOTICE TO THE 


United States Fidelity & Guaranty Company 
DEPARTMENT OF GUARANTEED ATTORNEYS 
BALTIMORE, MD. 


Take notice that the Draft we made on 


ee eee ee eee a ie Se ie es oS EVOL E LON, 


OT a See ee ee en ., being unpaid, 


was, on our order, handed by the Bank to 


This notice is sent in accordance with the requirements of 
the bond which you have executed and delivered to the 
undersigned. 


Give Name and 
Address in Full 





Fic. 12.—Bonding notice to the United States Fidelity and Guaranty Com- 
pany of unpaid draft forwarded to an attorney listed in its directory. 


COMPLETE COLLECTION SERVICE 


Nature.—As already indicated in an earlier part of the present 
chapter, many agencies share their collection activities with 
subscribers or users of their respective services. The degree 
of such a division of labor, however, varies with different organi- 
zations. Under this caption, then, are discussed only those 
collection agencies, operated as independent or as cooperative 
enterprises, which require considerable exertion on the part of 
creditors prior to enlisting agency aid in more direct form. 
Hence, the above heading, for lack of a better designation, is used 
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here to distinguish the services presently to be described from 
those included in the third group. 

Although complete collection services are generally less 
elaborate than those of the non-intervention type, they some- 
times involve as many steps as the latter and are invariably 
more complete and elaborate than those in the third classification. 
Whereas services of the last group ordinarily consist of one or 
two letters or direct demands, those included in the second class 
furnish at least a series of three, and frequently more, collection 
measures. 

Collection Letter Method.—Following is a series of three 
letters which are deemed typical of the service under considera- 
tion. All of them bear the name of the company or association 
furnishing the service, with a statement that the user is either 
a member or subscriber, as the case may be, and that his business 
is protected by them. Most of these letters are of the form letter 
type and signed by the creditor. 

The first letter appears to be unusually mild when the stage 
in the collection process at which it is sent is considered. It 
takes the form of an ordinary reminder, with the exception of 
the last sentence which possesses a grain of harshness. It 
reads somewhat as follows: 


Sept. 2, 1924 
Mr. John Doe, 
200 Main Street, 
Blankville, Ohio. 


Our records show that you owe us a balance of $96.45 for 
June which is now past due. This has no doubt escaped 
your attention. If there is any question as to the correctness 
of this account, kindly inform us at once. 


Trusting that you will settle the above balance promptly, 
we are 
Very truly yours, 
A. C. BLANK. 


If the first letter fails to bring a response, another stimulus 
must be applied in the form of a second letter. The transition, 
as will be noted from its contents, is entirely too abrupt, the 
fault lying, however, not so much with the second as with the 
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first letter of the series. The latter message is so courteous and 
mild as to make the contrast with the following message especially 
striking. 


Sept. 8, 1924 
Mr. John Doe, 
200 Main Street, 
Blankville, Ohio. 
We are surprised to find that you have not responded to our 
letter regarding your account for June in the sum of $96.45. 


You no doubt understand that this is purely a business 
matter, and we feel that you should extend us the courtesy 
of an early compliance with our request. 


We acted in good faith in extending you credit, and trust 
that you will show the same spirit and promptly make 
remittance. 

Very truly yours, 
A. C. BuankK. 


When accounts are so stubborn as not to yield within afew days, 
the third and last letter is utilized. At this point the debtor is 
informed that more drastic measures will be adopted in the event 
he fails to effect a settlement. 


Sept. 14, 1924 
Mr. John Doe, 
200 Main Street, 
Blankville, Ohio. 

Your account for June in the sum of $96.45 is still unpaid. 
You will admit that we have been very lenient with you 
in this matter in the past, but now we must insist on a 
settlement. 

This is the last statement that you will receive before 
we proceed to collect what is justly due us. 

We therefore urge you to communicate with us immedi- 
ately in order to obviate the disagreeable necessity of 
making settlement of this claim through our (association 
or agency, as the case may be). 

We feel sure that it is to your interest to give the matter 
the prompt attention it deserves. 

Very truly yours, 
A. C. Bank. 
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Upon failure to obtain satisfaction through the collection 
letters, the claim, the amount of which is guaranteed to be correct, 
is turned over to the agency with instructions to commence its 
part of the service, the exact nature of which will be discussed 
in the following chapter on ‘Collection Agency Practice.” 
It is important that the exact dates when the above letters were 
sent, be given, so that the agency may have an opportunity 
better to judge the delinquent. 


WHOLESALE SADDLERY ASSOCIATION 


oF tHe UNITED STATES 
CHICAGO. ILL. 


BUREAU OF CREDITS AND COLLECTIONS 


Advance Notice of Draft 


From a member of the Wholesale Saddlery Association, an organization of Wholesale Manufac- 
turers and Jobbers of Saddlery, Automobile Accessories, Shoe Findings, Hardware and kindred 
lines. 


i= 


To 


Dear Sir: Unless we receive remittance to cover your past due account by _________192__ 
We will draw on you through__ Bank, of. 
for__t.________dDorliars, with instructions to bank if draft is not paid when presented 
to forward to the office of the Wholesale Saddlery Association, Bureau of Credits and 
Collections, for collection. 
Yours truly, 
Signed 
Street No. 
City. 





Fic. 13.—Advance notice of draft from a member of the Wholesale Saddlery 
Association. 


Draft Method.—Another approach, substantially different 
from the one just described but frequently used by collection 
bureaus maintained by various trade associations, is one com- 
mencing with draft procedure. This practice may be illustrated 
by the service rendered by the Bureau of Credits and Collections 
of the Wholesale Saddlery Association of the United States. 
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The service begins with an advance notice of draft, made in 
duplicate, one copy being retained in member’s file. By this 
means the debtor is notified that unless his past due account 
is paid by a specified date, a draft will be drawn on him through 
his local bank. He is warned, furthermore, that if the draft 
is dishonored it will be forwarded at once to the association for 
collection (Fig. 13). 





INSTRUCTIONS TO BANK 


Gentlemen: Please present attached draft at once and remit proceeds direct to the undersigned. 
IF NOT PAID IN THREE DAYS mail same in enclosed stamped and addressed envelope to 
WHOLESALE SADDLERY ASSOCIATION, BUREAU OF CREDITS AND COLLECTIONS. 

30 N. LaSalle St., CHICAGO, ILL. 


DO NOT PROTEST. 
IMPORTANT NOTICE: Do not under any circumstances hold this draft beyond time limit 
allowed. 


Very truly yours, 


At Sight, Pay to the order of 


Dollars_, $ 
with exchange 


To 
DEBTOR 


Value received, and charge same to account of 
Address 


Fic. 14.—Draft drawn upon debtor, with instructions to bank. 


At the expiration of the time limit specified in the advance 
notice, a draft is drawn in triplicate, the original of which is 
sent to the bank with instructions to mail it to the Wholesale 
Saddlery Association Bureau of Credits and Collections if not 
paid in three days after presentation. A copy of instructions 
to the bank is mailed simultaneousiy to the debtor, thereby 
notifying him that a draft has actually been drawn on him 
through a bank named therein and requesting him to honor 
said draft on presentation. The third copy is retained for the 
member’s file as a record (Figs. 14 and 15). 
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If the draft is dishonored it is mailed by the bank to the Bureau 
of Credits and Collections of the Wholesale Saddlery Association. 
Acknowledgment of receipt of unpaid draft is then mailed by 
the Bureau to the drawer, on a form provided for the specific 
purpose, with a request for instructions as to what action is 
desired in order to enforce payment (Fig. 16). 


COPY OF INSTRUCTIONS TO BANK 


Gentlemen: Please present attached draft at once and remit proceeds direct to the undersigned. 


IF NOT PAID IN THREE DAYS mail same in enclosed stamped and addressed envelope to 
WHOLESALE SADDLERY ASSOCIATION, BUREAU OF CREDITS AND COLLECTIONS. 
30 N. LaSalle St., CHICAGO, ILL. 


DO NOT PROTEST. 
IMPORTANT NOTICE: Do not under any circumstances hold this draft beyond time limit 


Very truly yours, 


We have drawn on you through 


Dollars_, $ 
with exchange 


Please honor diaft on presentation and oblige. 


To Yours respectfully, 


Address 
THIS COPY TO BE MAILED TO DEBTOR 





Fig. 15.—Notice of draft sent to debtor with copy of instructions to the bank. 


In the meantime, a final demand for payment is made on the 
debtor by the Bureau itself, advising him that if remittance is 
not forthcoming within a specified number of days, a period 
just long enough to permit him to pay the account, the claim 
will be turned over to the Legal Department where such steps 
are followed as described in the last chapter of this volume. 

Not unlike wholesalers and manufacturers, retailers also 
resort to the aid of their associations in the collection of overdue 
accounts. Where permitted by law, retailers who are members 
of some merchants’ association are furnished with one or two 
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form letters, bearing the letterhead of the bureau maintained 
by the organization and purporting to come direct from such 


WHOLESALE SADDLERY ASSOCIATION 


OF THE UNITED STATES 
OFFICE OF THE 
SECRETARY-COMMISSIONER 
30 NORTH LA SALLE STREET 
CHICAGO. ILL. 













Bank of 
has forwarded to us unpaid draft you drew against— 








We are making demand for payment, giving debtor 
days in which to remit. In the meantime, kindly indicate on 
the enclosed instruction blank what steps you desire taken to 
make collection; also send us itemized, verified statement of 
account, if you instruct that we forward the claim to our 
Legal Department. 


Please bear in mind that better results are obtained 
for you if instructions are given promptly, for the reason that 
delay in proceeding after notifying debtor certain steps will 
be taken to enforce collection frequently has a tendency to 
lessen the effect of our demand. 







Very truly yours, 
Henry Othmer, 
Secretary-Commissioner. 






Fig. 16.—Acknowledgment of claim sent by the Bureau to member-client, 
with request for instructions as to the steps that shall be taken in enforcing 
payment. 


bureau. These letters have been found very effective, their 
contents being somewhat as follows: 


Dear Mr. Doe: 

In preparing the files of this bureau, organized for the 
mutual interchange of credit information, we find that the 
Blank Department Store reports an account against you 
which is past due. 

We would suggest that you make settlement with your 
creditor at once, so that your record may be clear in our files. 

Members of the bureau will, under our rules, report to us 
within 5 days as to whether or not settlement has been made. 

Very truly yours, 
A. C. BLANK. 
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Dear Mr. Doe: 


We wrote you under date of.................. , Stating 
that the Blank Department Store had reported an account 
against you which is past due. 


Our letter showed clearly that it was sent in order to 
give you an opportunity to make settlement with your 
creditor and thus avoid an unfavorable credit report with us. 


Operated, as our bureau is, by the leading retail mer- 
chants of Blankville, Ohio, our aim is to conduct negotiations 
with you in confidence and with utmost fairness. It is our 
business to give accurate and truthful information as to 
the paying habit of customers when an inquiry is received 
from members of the bureau, and we feel sure you will 
appreciate the value of a good credit standing with these 
merchants. 


We shall expect you to make settlement with your 
creditors at once. Under the rules of our bureau, unless this 
is done within 5 days, the matter will be turned over to our 
attorneys for whatever action they deem necessary. 


Very truly yours, 
A. C. BLANK. 


PARTIAL COLLECTION SERVICE 


Under this heading naturally fall all collection services which 
necessitate considerable intervention and assistance of the agen- 
cies selling them. These services are not infrequently designated 
as “‘One Letter,” ‘Initial Demand Letter,” “Last Day,” ‘ Di- 
rect,” and “‘ Direct Demand,” services. All of the forms thus em- 
ployed bear an identification of the agency or bureau issuing 
them, but in most cases the instruments are signed by the 
creditor. 

Initial Demand Plan.—Some of these services require that a 
statement be attached to the letter which is mailed to the 
delinquent debtor, and that another itemized statement of 
account accompany the notification form which is sent to the 
agency, both of which are forwarded simultaneously. The 
following constitutes a typical Initial Demand Letter: 
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Gentlemen: 


The account owing by you as shown in the attached 
statement is long past due. It has therefore been referred 
to us for collection, but there will be no impairment to your 
credit standing if you make prompt adjustment. We 
assume that you have failed to pay the bill through oversight 
and not because you desire to avoid the obligation. 

Kindly remit promptly to this creditor. This is your 
final opportunity to settle before the claim is handed to 
counsel with instructions to take such action as may be 
deemed necessary to enforce payment. It is to your 
interest to avoid the annoyance and expense incident to 
such action, by making payment within 6 days from this date 
direct to the creditor. 

Very truly yours, 


THE GENERAL COLLECTION AND ADJUSTMENT Co. 


At the same time that the above letter is mailed to the debtor, 
the agency is notified on a form provided for the purpose, that one 
of its initial demand letters has been sent to the customer named 
therein on a certain date. The instructions usually given when 
operating under such an arrangement stipulate that if the account 
is paid the creditor undertakes to notify the agency promptly, 
but that failing to receive notice in a specified number of days, 
the agency is automatically authorized to proceed with collection 
by whatever means it finds necessary to employ, excepting that 
of litigation, provided that the client is advised that it is so 
proceeding. It is usually agreed that no drastic measures 
involving suit be applied without first securing specific authority 
from the creditor. 

Last Day Letter Plan.—Another way in which the partial 
collection service may be used effectively is by means of a so- 
called “last day” letter, signed by the creditor, which reads 
very much as follows: - 
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Dear Sir: 

October 1, 1924 is the date on which your payment for 
August 14, amounting to $105.39 will be placed with the 
General Collection and Adjustment Agency of Blankville 
for collection. 

This advance notice is sent to you as a means of showing 
you that we are protecting your credit position which 
we feel certain you are not willing to have impaired by any 
action that we may be forced to take. It will be to your 
advantage and ours if you send a remittance before the last 


day indicated above. 
The Blank Company, 


JoHN Dok, 
Credit Manager. 


A notice similar to the one described in a previous paragraph 
must also be sent to the agency named in the letter simultaneously 
with the mailing of the letter to the delinquent customer (Figs. 
17 and 18). 


LAST DAY! 


The date within the circle is the date on which your account amounting to 


$_____will be placed with Kemble & Mills of Pittsburgh, Inc., 
for collection. We send this advance notice because we dislike to take a step 
which will injure your credit and cannot believe you are willing to have itdone. 
It will be to your advantage and ours for you to send a remittance before the 





final date. 
To 
Fig. 17.—‘‘ Last Day” letter supplied by Kemble & Mills of Pittsburgh to their 
subscribers. 


Direct Demand Service.—A good example of a “direct demand”’ 
service is afforded by the Darragh Company. Its special 1 per 
cent rate direct service consists of one form which is filled out in 
triplicate, the original of which is intended for the debtor, a 
copy sent to the Darragh Company, and a second copy retained 
for the creditor’s files. In this way is the debtor advised that 
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his account has been placed with the Darragh Company with 
instructions to collect it if it remains unpaid by a certain date. 
At the same time authority is granted to the agency to proceed 





: (Send this part to Kemble & Mills) 
Kemble & Mills 

Empire Bldg., Pittsburgh 
Gentlemen: 


Your LAST DAY bull’s eye notice has been sent today to 





ilikevamoun Giniquestion iis ses ee ee a a 
It is understood that if the debtor pays in response to this notice we will notify 
you but you are to charge us nothing whatever. If you receive no word, please 








proceed to collect according to your rate card on the specified date__—————*'I922. 
Sign here 
| 
Fic. 18.—‘Last Day”’ notice which must be sent to the agency simultaneously 


with the mailing of the ‘‘Last Day”’ letter to the debtor. 


to collect the amount shown in the statement which accompanies 
the notice under consideration, unless payment is forthcoming 
by a certain date specified therein. 


% ae 
COMMERCIAL COLLECTIONS = 4 eee ATTORNEYS IN 
ADJUSTMENTS eo.” $ EVERY CITY AND TOWN IN 


INVESTIGATIONS a } THE UNITED STATES 


Dawu Gouna, 


AUTHORIZED REPRESENTATIVES OF JOBBERS AND MANUFACTURERS THROUGHOUT THE ine STATES 
ALEXANDER R. DARRAGH, Presioent 


Renshaw Building, Pittsburgh, Pa. 
M pei = Address 


Somme §6Dear Sirt —Your account $_ === CCC~—‘C;SCSCSCSCSCWs been placed with the Darragh Company with 





instructions to secure settlement if not paid to us by = 


c 
a): 
ta 
iy 
Va 





ht 


\ 








Fic. 19.—Form of direct demand sent to delinquent debtor. 


Upon receipt of authority the agency makes another demand 
on debtor for payment, and it is said that the resulting ‘‘double 
demand” is not without considerable merit. When demands 
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fail to produce satisfactory results such other methods are 
followed as agency and creditor think advisable (Figs. 18 and 19). 

Value of Collection Services.—One of the principal advantages 
claimed for the use of collection services such as described in 
the present chapter is their relative inexpensiveness when 
measured in terms of results they secure. Advocates of this 
indirect agency plan claim that a large percentage of stubborn 
accounts can be collected by means of services such as are 
rendered by some of the more prominent collection agencies of 


DIRECT SERVICE. 
ee 


DARRAGH COMPANY, 


PITTSBURGH, PA. 


Gentlemen :—You are authorized to proceed to collect account as per statement attached. 
VS. 


Unless paid by 


We write a letter to each debtor upon receipt 
of this notice, making a double demand. 


Don't fail to mail this notice to us at same time you notify debtor, so we can identify creditor If check reaches us by mistake. 





Fic. 20.—Notice that direct demand form has been forwarded to debtor. 


the country. It is further contended that the cost of collection 
by this method is low; in fact, it is almost nominal in many 
instances. The charges, moreover, are in all but a few cases 
made entirely on a contingent basis, 7.e., no payments in com- 
missions may be exacted unless actual collections have been 
effected through these services. Wherever a subscription fee 
is required it is normally very small, chief reliance being placed 
by the agencies rendering the services on the small commissions 
obtained on amounts actually collected, either directly as 
when the accounts are placed in their hands for collection, or 
indirectly as when payments are secured by means of direct 
negotiation between creditor and debtor through such materials 
as are furnished by the agency. 
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From the standpoint of the agencies, the sale of collection 
services is a source of profit much sought after. This probably 
accounts for the development and multiplication in the number 
and variety of services that have been offered to creditors 
throughout the United States within the past several years. 
The various blanks making up the services are inexpensive 
and require little or no effort on the part of the agency issuing 
them, hence the possibility of earning substantial profits 
through the sale of these copyrighted blanks at a price many 
times the cost involved in producing them. Even where no direct 
charge is required for the use of such blanks, a considerable 
profit is earned from commissions charged on amounts actually 
collected by means of their use. 

Practically all of the companies furnishing collection services 
for the use of creditors in direct negotiation with delinquent 
customers also engage in the direct handling of claims for collec- 
tion. For this reason, the chief source of revenue that their 
services yield doubtless lies in their ability to tie up patronage. 
If a creditor has sufficient confidence in whatever service he uses, 
he is more than likely to favor the agency supplying that service 
when it becomes necessary to change his method of attack and 
submit his bad accounts to an outsider for further and more 
aggressive treatment. In fact, most of the services that have 
been studied in this investigation are so constructed and devised 
as to compel subscribers and other authorized users to submit 
all accounts, which refused to yield to the prescribed treatment 
to the agencies themselves, with instructions to proceed to enforce 
payment. In this manner, some agencies assure themselves of 
a certain volume of collection business emanating from users of 
their respective services, which in turn makes possible greater 
specialization on their part and the employment of reliable and 
competent attorneys and investigators. 

The advantages of collection services to creditors, however, 
must not be exaggerated. Many of them are poorly constructed 
and in view of the multiplicity of such services the task of 
selecting one of a meritorious nature becomes increasingly 
difficult. Again, there is danger of oversystematization. 
Instead of following the desirable and widely recognized motto 
of treating each account on its own merits, there is introduced 
an incentive too strong to resist, to apply factory methods to all 
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past due outstandings, regardless of their peculiar characteristics. 
In placing undue confidence in any collection service there is a 
possibility of losing sight of the importance of individual treat- 
ment preliminary to its use. As a matter of fact, some so-called 
credit managers are known to have eliminated completely all 
personal correspondence with certain of their delinquent debtors 
and to have substituted for them the less personal, more 
aggressive, antagonistic messages supplied by agencies. 

In view of the foregoing it is apparent that great care must 
be exercised in the selection of the type of service that will best 
fill the client’s needs. Above all, it is important that nice 
judgment be exercised in the correct application of these services 
in order that no more future patronage be sacrificed than is 
absolutely unavoidable. One must bear in mind that collection 
services seldom, if ever, constitute a desirable substitute for 
personal letters. A degree of greatest effectiveness may be 
attained only when the two are accurately synchronized so that 
the former constitute merely a stage of transition from the 
relative mild treatment during the period of personal correspond- 
ence with the debtor to the application of distinctly forcible 
methods following the placing of an account with an agency or 
attorney for drastic action. 

Cost of Collection Services.—Lack of any degree of uniformity 
in regard to specific charges made for collection services and 
systems devised by various agencies and publishing houses 
renders any attempted classification of practices almost impossi- 
ble and of little value. It is equally difficult to make any 
general statement concerning normal practices. Some organiza- 
tions, for example, charge a subscription fee which entitles a 
subscriber to the use of a certain number of different kinds of 
blanks. The collection service may also be linked up with a 
credit reporting service or with a list of attorneys, or with both. 
Thus, a subscriber for the services of the United States Fidelity 
and Guaranty Company usually pays a fee large enough to entitle 
him to the use of a complete subscriber’s outfit, which comprises 
a copy of the ‘‘Guaranteed Attorneys List’”’ with the supplements 
thereto, a $5,000 Bond of Indemnity, and a certain number of 
Credit Report Blanks in addition to the collection system proper, 
which consists of a limited number of collection letter blanks, 
Advance Notices of Drafts, Drafts and Draft Notices, Bonding 
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Notices and Letters of Advice to attorneys. Creditors may, 
however, subscribe for the collection service alone, the fee 
varying directly with the number of blanks of each type that 
is desired. A minimum charge of $15 is made for the collection 
service alone. With other companies rendering similar services 
the minimum fee is as high as $50 a year and over. 

Some agencies furnish all of the blanks free of charge, but 
exact a commission on all amounts collected through the use of 
these supplies. The commission may be as low as 1 per cent or 
as high as 3 per cent. Commissions also vary with the size of 
the account, with a minimum fee established on all sums collected 
below a certain amount. Finally, there are agencies which levy 
no specific charges for the use of the supplies provided by them 
for creditors or from amounts collected thereby, unless the 
accounts thus handled are actually turned over to them for 
further treatment. In many instances the services and systems 
are devised with a view of tying up patronage, as has been shown 
in an earlier part of the present chapter, hence agencies content 
themselves with the advertising features and with the actual 
collection business they secure for them. 


CHAPTER IX 
COLLECTION AGENCY PRACTICE 


Securing Accounts for Collection.—Not unlike other lines of 
business, collection agencies solicit trade through advertising 
and personal representatives. A few agencies purchase adver- 
tising space in periodicals, sectional and national, and occasion- 
ally also in newspapers. Most of them, however, place great 
reliance on circulars and letters addressed to a selected list of 
prospects, consisting of certain kinds of business houses, profes- 
sional men, or both, depending, of course, on the nature and 
scope of their respective activities. Blotters are frequently 
favored, because of their remarkable staying power. Multi- 
graphed letters, when well constructed and properly typed, are 
commonly regarded as result-producing, effective advertising, 
provided all sorts of exaggeration and phenomenal statements are 
completely eliminated. Again, many agencies employ solicitors, 
whose duty it is to call upon certain types of prospects and secure 
their overdue accounts for collection. Were it not for the cost 
involved and the difficulty of controlling their activities, solicitors 
would probably be favored by most agencies to the exclusion of 
other available methods of securing trade, largely because of 
the immediate results they generally achieve. 

Occasionally a contract may be executed with the creditor, 
but since the normal practice is to use an agency’s service 
purely on a commission basis contingent upon actual collection, 
no contract is written in the majority of cases, unless additional 
services of a different nature are rendered or when special 
features govern the operation of the particular agency under 
consideration. Thus, for example, of the 53,000 manufacturers 
and jobbers throughout the United States, to whom a collection 
service is rendered by the Credit Clearing House Adjustment 
Corporation, fully 90 per cent of said business is handled without 
any contract, save a mutual agreement as to what the fees will 
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be in the event that collections are enforced. This situation 
obtains despite the fact that a formal agreement may be executed 
if clients so desire. 

Whenever a contract is written, its purpose is to protect 
creditors against certain undesirable practices from which the 
agency binds itself to refrain, and to insure that certain measures 
will be taken in an endeavor to obtain payment of accounts 
placed with it. 

Despite the common practice of disregarding written contracts, 
experience has shown that it is wise to have some sort of an 
agreement with a client in regard to fees and the like, if lawsuits 
are to be avoided. Some agencies therefore advocate that a 
statement be printed on the acknowledgment card which is 
forwarded to a client upon receipt of a claim from him, to the 
effect that the claim is accepted “subject to our rate card.” 
Any other statement may thus be made on the rate cards which 
practically all agencies have for distribution to clients and pros- 
pects, in addition to the schedule of fees and provisions relating 
thereto, as the agency sees fit. When this is done the agency 
is protected as soon as the acknowledgment card or letter bearing 
the statement mentioned above is mailed to the client. 


COLLECTION AGENCY PROCEDURE 


In endeavoring to outline the procedure that is ordinarily 
followed by collection agencies in enforcing payment, the authors 
fully realize the futility of any attempt to formulate universal 
rules for rigid application in the conduct of any business. They 
are also aware of the fact that much of the work of the more 
efficient agencies is not conducted merely by form letters, particu- 
larly when large amounts are involved. There are always certain 
cases of a special nature that do not permit of any application 
of standardized practice. Just what methods are to be adopted 
in any such instance must, naturally, depend upon the special 
circumstances surrounding the case. Nevertheless, the striking 
uniformity in the practices of numerous reliable agencies that 
may be discovered even upon a superficial investigation appears 
to be sufficient justification for an attempt‘to develop general 
principles and to discuss definite methods that have been proved 
successful. 
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Receiving Accounts.—To facilitate and encourage the sending 
of claims to an agency, special forms, sometimes labeled ‘Data 
Sheets,” are frequently furnished to prospective clients, for the 
listing of their overdue accounts. Columns or spaces are pro- 
vided in them for information concerning the name of debtor, 
address, age of the account, amount due, and debtor’s employer 
or business. It is also common to print on these forms the 
rates of commission charged by the agency in question and the 
circumstances under which they become effective. 

Many agencies also require an itemized and verified statement 
of each account and any special information that the creditor 
may have concerning the delinquent customer. 

Collecting by Letter.—While various form letters are available 
for different purposes, the bulk of the work of some agencies 
is said to be conducted by means of special letters. Whether 
form or special letters are to be used depends largely upon the 
size and nature of the claim. When large amounts are involved, 
the practice is to write special collection letters intended to fit 
the circumstances exactly, a thing which is difficult of accom- 
plishment by means of standardized forms. Again, when the 
fact has already developed that the claim is disputed or that other 
conditions mark it as peculiar, special attention needs to be 
given the account; hence the necessity for specially dictated 
letters. In the absence of these characteristics the usual practice 
is to use one or more form letters, at least at the commencement 
of action by the agency. 

Form Letters——Under ordinary conditions, and assuming 
that the amount involved is not much in excess of $100, the first 
collection effort most agencies make is to send a form letter to 
the delinquent debtor, which, though relatively courteous in 
tone, emphasizes the wisdom of prompt action on the part of 
the recipient. He is also given an opportunity to write or to call 
upon creditor or agency and adjust matters. The following 
letter is considered typical of a first form letter commonly used 
by collection agencies. 
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Mr. John Doe, 
200 Main Street, 
Blankville, Ohio. 


Dear Sir: 


Our client, the A. B. C. Company of Cleveland, Ohio, 
has this day placed with us for immediate collection a claim 
against you amounting to $94.50, which is long past due. 


We presume that your failure to settle this account 
has been more through neglect than through any intention 
on your part to avoid payment. You are therefore 
respectfully requested to communicate with our client, or 
better still, to call on him personally and make settlement 
without further delay. 


We shall not take any action in this matter for 6 days in 
order that you may have an opportunity to make settlement 
amicably. 

Respectfully yours, 
Tur X. Y. Z. CoLLecTION AGENCY, 
By A. C. Buanx, 


Manager. 


P.S. If necessary to write to us, please use the back of this 
letter. 


With some agencies the first form letter is somewhat harsher 
in language and stronger in appeal. Since many of them also 
render some sort of credit reporting service, it is not uncommon 
to threaten that the debtor’s name will be placed on the delin- 
quent list and so reported on to the merchants subscribing for 
the service. 

Attention must be called to the seriousness of threatening 
the publication of delinquency as a means of enforcing payment. 
Although effective with certain types of delinquents, such threat 
makes the creditor subject to an action for damages for libel, 
and in some states it may even constitute a crime irrespective 
of the truthfulness of the matter. Any attempt on the part of 
agencies to force a debtor to pay his indebtedness, under threat 
of publishing his delinquency, should therefore be regarded 
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CORRESPONDENCE DEPARTMENT 


COVINGTON COLLECTION AGENCY 
NORFOLK, VIRGINIA 


We solicit and collect accounts everywhere, 


_ We urge immediate settlement so that costs and pub- 
licity of legal procedure may be avoided on the part of 
the debtor. 


No one, good or bad, can afford to have judgment se- 
cured against him. That makes a mark against him for 
life that cannot be entirely blotted out. 


When judgment is secured defense is barred. There- 
fore the time to make defense or settlement is when first 
notified. 


When a debtor does not respond, account is turned over 
to our Legal Department, or representative in locality for 
action, and judgment is secured, and salary garnisheed or 
levy made on property, 


A long standing claim against you for $ 


We have direct connection with attorneys, collection and 
adjustment agencies and justices of the peace everywhere. 


We garnishee and collect salaries of commission workers 
ae salespeople as well as of those working on straight 
salaries, 


Bad checks for cash or merchandise are fraud, and of- 
fenders will be handled as the law directs. 


No one can afford to allow an account which we have 
for collection, run unattended to. 


We collect for many people to whom we supply reports. 
To report a debtor’s name to them means that that debtor 
is a bad or risky person to credit, and that they are to 
beware of him, 


has been placed with us 


by for collection, with the understanding 


that we are to notify you, and that if the matter is not satisfactorily 


adjusted by 


192 , we are to take such steps as 


we may see fit, to bring about an immediate settlement. 


He claims that, although, you may not have received statement, 


same has been granted, and that you are apparently putting him off in- 


definitely, and that he can see no reason for delay. Being so urged, we 


are bound to ask for your immediate attention in this matter; for if you 


prove to us that you are all right, we will not only refrain from re- 


porting you to our many clients as no good for credit, but will be glad 


of an opportunity to recommend you to any one. 


On the other hand, if you do not respond, we will have to turn your 


account over to our Legal Department for investigation and legal action. 


Pay direct to us. 


221 BOARD OF TRADE BUILDING 


NORFOLK, VIRGINIA 


Yours very truly, 


COVINGTON COLLECTION AGENCY. 





Fig. 21.—Specimen of a typical first form collection letter used by collection 


agencies. 
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with suspicion by creditors, except in states where such act is 
permissible (Fig. 21). 

If the first form letter is of a mild character, the threat to 
place a debtor on the delinquent list is made in a second letter 
subsequently mailed to him, if such method is to be resorted 
to at all. Following is a typical letter marking the second 
collection effort normally employed by agencies. 


Mr. John Doe, 
200 Main street, 
Blankville, Ohio. 


Dear Sir: 


We are forced again to call your attention to the claim 
placed in our hands by our client, the A. B. C. Company 
of Cleveland, Ohio, amounting to $94.50. 


You must admit that we have been very lenient with you 
until now, but we wish to impress upon your mind that we 
do not intend to remain satisfied merely by writing to you. 


The amount is justly due our client and it must be paid 
immediately unless you wish us to place your name on our 
delinquent list, which will greatly impair your credit stand- 
ing in this and in other communities. 

We feel that it is distinctly to your advantage to adjust 
the matter immediately through us or direct with your 
creditor. 

Respectfully yours, 


THe X. Y. Z. CoLtLEcTIon AGENCY, 
By A. C. BLanx, 


Manager. 


To complete the process of collecting by letter many agencies 
use a third form letter in which legal action is suggested. An 
attempt is made therein to indicate clearly what may be accom- 
plished through litigation, and the cost, publicity, and annoyance 
incident thereto are pictured vividly and dwelt upon at some 
length. 
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Mr. John Doe, 
200 Main street, 
Blankville, Ohio. 


Dear Sir: 


Due to our failure to collect on the claim of which we 
have repeatedly notified you, our client, the A. B. C. 
Company of Cleveland, Ohio, has instructed us to proceed 
and prosecute the claim at once. Accordingly, we are 
planning to begin proceedings to enforce collection as soon 
as the claim is verified before a Notary Public. 


If you think that you are beyond the reach of the law 
and that you need not pay any attention to the matter, 
we hasten to assure you that we can require you to appear 
in court in obedience to a summons or else force your 
appearance on Supplementary Proceedings; and, once 
judgment is obtained, we shall execute it to the fullest extent. 
This procedure will necessarily add court and other costs 
to the claim held against you, besides the embarrassment 
and humiliation caused by the publicity of a lawsuit. 


We have dwelt on the seriousness of the matter at some 
length, because it is our belief that if you fully understand 
what the anticipated action means to you in trouble and 
expense, you will give the matter immediate attention and 
stop all further proceedings. 


In view of this explanation, we feel that you cannot 
attach any blame to us if we are forced to put you to con- 
siderable trouble and expense. We have been very lenient 
with you up to this time, but we have concluded that in 
duty to our client we must avail ourselves of the laws 
covering such cases to the fullest extent, unless payment 
is forthcoming by return mail. 

Respectfully yours, 
THe X. Y. Z. ContLection AGENCY, 


By A. C. Buanx, 
Manager. 


If an agency chooses to write two letters instead of three it 
is advisable to combine the appeals made in the second and 
third letters, as shown by the following form message, or else 
make the first one stronger than usual. 
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Mr. John Doe, 
200 Main street, 
Blankville, Ohio. 
Dear Sir: 

You failed to comply with our request to settle the claim 
that has been placed with us by our client, the A. B. C. 
Company of Cleveland, Ohio. Is there any good reason 
why we should further withold action against you? You 
probably overlooked the importance of settling this indebted- 
ness and we feel that we should give you this notice so that 
you may have a final opportunity to save your credit and 
good name. 

We are obliged to render reports on debtors who prove 
troublesome to us. As we are expected to judge your 
worthiness we will withhold your name until you have had 
an opportunity to do what you should in this matter. We 
are especially honor-bound to our clients and shall not fail 
them in the long run. 

We urge you therefore to attend to this matter at once 
and save yourself much humiliation and embarrassment; 
for, should this be neglected more than a reasonable number 
of days, it is our intention to enter suit against you, and if 
you prefer letting the matter go that far, we shall have the 
judgment executed to the fullest extent. 


Respectfully yours, 
THe X. Y. Z. CoLLEcTION AGENCY, 


By A. C. BLankK, 
Manager. 


Special or Personal Letters.—As already shown in a previous 
paragraph, special letters are required in certain cases by reason 
of the peculiar nature of the claim or because of the sum involved. 
In other instances, they are written after one form letter has 
been used without success, instead of employing a whole series 
of three or more such letters. In the larger agencies, special 
or personal letters are dictated by men who are trained in the 
writing of collection letters in the same way that sales promotion 
men are trained in dictating letters that sell goods and bring 
in orders. These men are well qualified for their position, 
and their importance can hardly be overemphasized. 
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Personal letters written by many of the smaller agencies 
frequently display great weaknesses, partly because their 
correspondents are not sufficiently trained in the art of writing 
a good letter, and partly because they fail to take the necessary 
time for planning them as carefully as they should. Conse- 
quently, many of their personal messages fail to obtain the 
results they aim to achieve and are often inferior to those of the 
standardized type. This fact naturally reduces the effectiveness 
of the argument advanced by some agencies that they write the 
debtor ‘‘special letters, not collection agency letters.” 

Collecting by Draft.—During the early stages of the collection 
process it is not uncommon for agencies to attempt to collect 
by means of a draft drawn on the debtor through his local bank. 
For a complete explanation of the exact procedure in applying 
this remedy, reference should be made to the preceding chapter. 
This step is not very effective, since it has probably been tried 
before by the creditor himself. Although the following two 
measures have also probably been tried before by the creditor 
himself, a change in source of issue is frequently not without 
great effect. 

“Dunning” by Wire.—As long as proper precaution is taken 
in the wording of the telegram, ‘‘dunning”’ by wire is permitted 
by law. The wire may be either in the form of an inquiry as 
to when payment is forthcoming, or in the form of a statement 
that immediate action is essential. Nothing which would cast 
any reflection on the debtor’s financial standing or which would 
tend to convey the impression that he is a cheat, or a fraud, or 
that he necessarily and without cause delays payment of the 
bill, is permissible. Any such inferences might subject the sender 
to an action for libel. For this reason it is advisable that cred- 
itors and agencies proposing to dun a debtor by telegrams consult 
some of the circulars distributed by the telegraph companies. 
The Western Union Telegraph Company, for example, has 
suggested in some of its circulars, designed to promote a more 
general use of telegrams, a whole list of messages which may 
be used for “dunning”’ purposes without fear of overstepping 
legal bounds. 

It is sometimes advisable not to ask for a reply but to word 
the telegram or night letter so as to assume that payment will 
be made in response to it. The chief purpose of the telegram is 
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to emphasize the importance of giving the subject immediate 
consideration, since the fact that telegrams are ordinarily limited 
to emergency business lends greater weight to this form of a 
message than any other form of communication. If the size 
of the account warrants, more than one special telegram may 
be sent, and not infrequently with good effect. 

Telephone Calls.—The use of the telephone is another collection 
effort to which agencies resort, because of its effectiveness. 
This applies only to debtors located at a distance. Debtors 
located in the same city are usually visited by an agency “out- 
side’? man, instead of calling on the telephone. For long 
distance purposes the telephone is effective, because one or 
more personal appeals may be made in rapid succession and 
the conversation may be as short or as long as is thought desir- 
able. Besides, the expensiveness of the process serves to empha- 
size the urgency of giving the matter immediate attention, if 
more drastic methods are to be avoided. Both “dunning”’ by 
wire and telephone are indications of the seriousness with which 
the matter is regarded by the agency, and the probable deter- 
mination to prosecute the case to the limit. 

Advertising Accounts for Sale.—A practice followed by 
some collection agencies and certain associations of merchants 
is to offer stubborn accounts for public sale. All delinquent 
accounts in a given community or in a certain geographic section, 
as the case may be, are listed on a form provided for the purpose, 
giving the names, addresses, and amounts due on all such 
accounts. These lists are subsequently given wide distribution 
among prospective bidders, who sometimes include several neigh- 
bors or business associates of each delinquent whose name appears 
therein. All accounts so listed are thus offered for sale to the 
highest bidder, the agency always reserving the right to reject 
any and all bids. 

Before accounts are offered for public sale because of 
delinquency, two things must be certain. One is that they are 
guaranteed by creditors to be undisputed, correct, and just. 
The other and more important point relates to the legality of 
such method. In many jurisdictions the practice is prohibited, 
whereas in some states it is regarded strictly within the law. 

Wherever such practice is permissible and found advisable, 
one or more warnings should be sent to all delinquents, informing 


1388 COLLECTION CORRESPONDENCE AND AGENCY PRACTICE 


them of the anticipated action, unless it is prevented by their 
making payment on or before a certain date. Warnings, if 
properly constructed are usually more effective than the offer 
and actual execution of the threat. 

Collectors and Adjusters.— Unless a client specifically requests 
that an adjuster be sent immediately to interview the debtor 
in order to secure a settlement, the agency is more than likely 
to proceed to collect by some of the means already discussed in 
the preceding pages. Especially is this true where the debtor 
is at a distance from the agency’s office. Not until other means 
have proved unsuccessful and until it becomes reasonably certain 
that a settlement cannot be secured otherwise, are personal 
demands made on the delinquent. Occasionally, the procedure 
is reversed and an investigator sent to call upon the debtor 
prior to the commencement of other activities. This is done, 
however, only in the event additional information concerning 
the debtor’s financial status must be obtained before proceeding 
intelligently to enforce the claim; provided, again, that the 
distance and amount involved warrant it. In other instances, 
all attempts to settle by correspondence, telegraph, telephone, 
and the like, are entirely eliminated and personal demands 
made at once by collectors, adjusters, or “outside men” as 
such representatives are sometimes called. 

Making Personal Demands.—lIf the debtor is located in the 
town or city in which the collection agency maintains its office, 
or at a point not distant from it, the problem of making personal 
demands is a matter of relative simplicity. All that the agency 
needs to do is to have one of its outside men call upon the debtor 
and proceed to adjust matters as best he can. If the debtor is 
located at a considerable distance, however, the question of 
making personal demands assumes aspects of relative complexity. 
Practically all agencies doing business on a nation-wide basis 
maintain connections throughout the United States with numer- 
ous other agencies, sometimes referred to as resident adjusters, 
and with receiving attorneys for whom they act as forwarders. 
Collection agencies are also formed into associations, the most 
important of which is the Association of Commercial Agencies 
of America, one of whose purposes it is to foster and encourage 
cooperation among members in forwarding claims to agencies 
nearest to the debtors against whom such claims are handled. 
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Under such circumstances, the forwarder receives the customary 
one-third, and the receiving agency making the collection two- 
thirds, of the commission charged for the service. 

Large organizations, such as the Credit Clearing House Adjust- 
ment Corporation, make personal demands and take any other 
action that may be deemed necessary through branch offices 
which they maintain throughout the country. Thus, for 
example, the company mentioned above operates no less than 
forty branch offices located in the principal trade centers of the 
United States, and maintains direct connections with resident 
adjusters stationed in about one hundred more cities of some- 
what less importance. In addition, of course, it has connections 
with numerous receiving attorneys residing in all communities 
against the residents of which claims are handled. 

Another practice of considerable merit is that followed by 
some of the adjustment bureaus affiliated with the National 
Association of Credit Men. So far, this practice seems to be 
confined to the western states, where it has been found profitable 
to employ traveling collectors or adjusters. These representa- 
tives, not unlike traveling salesmen, are assigned a definite 
territory which they are required to cover at certain intervals. 
Prior to their departure, the fact is widely advertised by the 
bureau to all creditors who may have claims in the territory 
which is to be visited, thus giving them an opportunity to submit 
their delinquent accounts to the bureau in question for personal 
attention and prompt collection. 

In the absence of branch offices, every collection agency has 
the choice, when personal demands are deemed necessary, of 
sending the claim to another agency located at a point nearer 
to the debtor, or of referring the item direct to a receiving 
attorney. Which of these two methods will be chosen depends 
entirely upon the debtor’s condition, his proximity to the nearest 
agency, and the amount of the claim. Another factor determin- 
ing such choice lies, of course, in the nature of the claim. For 
example, if it has already been discovered that the claim is a 
disputed one and that such dispute can only be settled by litiga- 
tion in the courts, it is naturally advisable to place it immediately 
with an attorney, instead of another agency. 

Final Notice Before Suit.—A last measure adopted by many 
collection agencies before resorting to legal action is to serve 
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notice on the debtor. Such notice, frequently labeled ‘“ Final 
Notice Before Suit,” closely resembles a legal document with 
regard to arrangement and phraseology, and consequently has 


FINAL NOTICE BEFORE SUIT 


STATE OF VIRGINIA | FROM THE 
| ss LEGAL DEPARTMENT 
CITY OF NORFOLK | COVINGTON COLLECTING AGENCY 
NORFOLK, VA. 
CREDITOR 
FINAL NOTICE 
DEBTOR 
To the above named Debtor, 
FIRST: Take notice that the above named Creditor claims that you 


are indebted to in the sum of Dollars, for 


SECOND: Although duly demanded, the same has not been paid, nor 
any part thereof, save and except the sum of Dollars. 

THIRD: Now, therefore, unless you remit to COVINGTON COLLECTING 
AGENCY, P. O BOX 129, Norfolk, Va., on or before the 

at) Six Pi. Mo, “of sald day, for ipayment ‘of 

said claim, with interest thereon at the rate of six per cent per an- 
num from date of maturity, or make provision for adjustment thereof, 
suit will forthwith be brought for the total amount with interest, to- 
gether with the costs and disbursements of the action, and prosecuted 
to a finish by LEVY on your PROPERTY or GARNISHEE PROCEEDINGS. 


Dated at Norfolk, Va. this 


SEND CHECK OR MONEY ORDER TO 
NORFOLK OFFICE 
COVINGTON COLLECTING AGENCY 
P. O. BOX 129 





Fic. 22.—Form of ‘‘ Final Notice Before Suit’? which, though resembling a legal 
document, does not intend to deceive debtor as to its source of issue. 


a salutary effect upon the uninitiated recipient. In this manner 
is the debtor informed of the serious intention of his creditor to 
prosecute the case to a finish, by levy on the defendant’s property, 
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or by means of garnishee proceedings, unless the full amount 
of the claim, with interest thereon from the date of maturity 
(usually at the rate of 6 per cent per annum) is remitted within 
a specified time at a place designated therein (Fig. 22). Many 
delinquent customers, however, have intelligence to see behind 
the mask. Such practice has been condemned, furthermore, by 
the Association of Commercial Agencies of America. One 
provision of its Code of Ethics, adopted in 1923, reads as follows: 


. we condemn the practice of using a form of notice which 
purports to be a summons or other writ used by a court, for the purpose 
of deceiving a debtor into believing that legal action has been actually 
commenced, or that the communication is a court notice. 


CHAPTER X 
COLLECTION AGENCY SERVICES AND MANAGEMENT 


Types of Services and Charges Therefor.—The charges 
made for collecting accounts for clients vary with different 
agencies and with the nature and amount of energy that must 
be exerted in order to enforce payment. Most of the reputable 
collection agencies, for example, offer three kinds or types of 
services for the collection of accounts actually placed in their 
hands. The average account starts with division No. 1 and 
passes through the other two stages, if necessary, although it 
is possible, and some accounts may demand it, to commence 
collection with the second or third type of service. 

Direct Demand Basis.—Service No. 1 is usually some sort of 
a direct demand or draft service. It involves one written 
demand, consisting as a rule of a form letter asking the debtor 
to make payment. If the account is paid as a result of such 
demand within a number of days stipulated by the terms of the 
service, a nominal charge is ordinarily made and the records 
are closed. Some agencies use the direct demand service as 
a leader which usually attracts considerable business. Others 
charge from 1 per cent to as high as 5 per cent. Agencies 
charging the higher rate, however, may send two or more letters 
and telegrams, provided the amount and nature of the claim 
warrant such action. 

Special Service—The second branch of the service is commonly 
designated as the Special Service, a name said to have originated 
with the Credit Clearing House. This is a correspondence or 
desk service through which collection is attempted by means 
of form letters, telegraph, or long distance telephone. In a 
word, every reasonable effort is made to secure settlement by 
communicating with the debtor. 

The rates charged for this kind of service vary somewhat 
with the different agencies and with the amount of the claim, 
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the average level for the first few hundred dollars being around 
10 per cent. In some agencies, including credit insurance com- 
panies, the schedule of rates that governs service No. 3 (which 
involves the employment of an attorney) is reduced by one-half 
and applied to the special service. In other cases 10 per cent 
is charged on the first $300 collected; 6 per cent on any excess 
of $300 to $1,000; and 3 per cent on sums exceeding $1,000. 
A minimum fee of $2.50 or $3 is also frequently stipulated in 
the agreement, provided such minimum does not exceed 50 per 
cent of the amount collected on the claim. 

Regular Collection Service.—Service No. 3 includes the employ- 
ment of outside men, sometimes referred to as adjusters or col- 
lectors, operating on a salary or commission basis, who make 
personal demands upon debtors. This service also includes what- 
ever assistance may be required of an attorney, excepting actual 
litigation, when a minimum suit fee and court costs must be 
paid in addition to the schedule of rates governing this service. 
The schedule of rates which governs most collection agency 
regular services, except when bar rules are in force, is usually 
the one that has been adopted by the Commercial Law League 
of America and known as the 15 per cent schedule, a complete 
copy of which is presented in Chapter XI. Deviations from this 
schedule of commissions, however are not uncommon. Many 
adjustment bureaus which operate on a non-profit basis charge 
only 10 per cent on the first $300; 6 per cent on the excess of 
$300 to $1,000; and 4 per cent for sums over $1,000. These 
charges are usually made irrespective of the amount of effort 
expended in the collection process. Again, the R. G. Dun & 
Company Collection Department charges its patrons 1214 
per cent on the first $300; 10 per cent on excess to $1,000; and 
5 per cent on excess of $1,000, with a minimum fee of $5. 

In the retail field, commission rates of 3314 per cent to as_ 
high as 50 per cent are more or less usual. The higher, or 50 
per cent, rates usually apply to traced claims, and to accounts 
collected through legal service or on an instalment basis. 
Another reason for the apparently exorbitant fees is the size of 
the accounts ordinarily handled. Most of them are small in 
amount but necessitate as much effort as some of the large 
claims. 
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COLLECTION AGENCY MANAGEMENT 

Necessity for System.— Much of the success of any collection 
agency may be attributed justly to the system with which its 
work is handled. Handling thousands of accounts as many of 
the agencies do, it becomes impossible for any one person or 
manager to be thoroughly acquainted with each debtor, the 
reasons for his delinquency, and the progress made in the enforce- 
ment of payment. Such a method is obviously impractical 
even in relatively small agencies, and some sort of system becomes 
essential. Haphazard methods in following up claims inevitably 
lead to carelessness and neglect on the part of delinquent debtors 
and are therefore almost a perfect means of preventing collec- 
tion. Such methods, furthermore, preclude any possibility of 
clerks handling matters of mere routine without first consulting 
the manager or superintendent, as the case may be. And it 
must be conceded that probably the bulk of the work of collection 
agencies is principally a matter of routine. 

A good system for a collection agency is a regular method or 
order of procedure whereby the pressure on delinquents is 
increased gradually but surely until payment is received or until 
a climax is reached in the use of forceful and drastic means. It 
is more or less mechanical and automatic in regard to the various 
remedies to be applied and in respect to the dates when such 
applications should be made. Only by means of such a system, 
which does not necessarily have to be complex and expensive, 
will the manager be prevented from becoming overburdened 
with a mass of detailed and routine work, which could probably 
be handled more efficiently by an assistant or a stenographer 
because of the greater amount of time and attention the latter 
can devote to it. 

Obviously, collection agency systems may vary with the size 
of the organization, number of claims handled, average amount 
of the claims, and the maintenance or lack of branch offices. 
The major portion of the routine in the collection business, 
however, is substantially the same in practically all instances. 
Hence an attempt will be made to describe briefly a plan of 
records and files which is more or less typical of the more pro- 
gressive organizations and which could be contracted, expanded, 
or otherwise modified as to conform with the needs of almost 
any type of collection agency. 
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Claim Ledger.—Upon receipt of an account for collection, it 
is good practice never to fail to make an acknowledgment to 
the client. This may be done by means of a letter or on a 
form provided for the purpose. At the same time an entry is 
made on what is known as a claim ledger. In this ledger each 
client is given a page on which are entered all claims received 
from him. Columns are provided for the debtor’s name, his 
address, amount of the claim, and file number. All of these 
data must be recorded as soon as a claim is received and acknowl- 
edged. Additional columns are available for later use. In 
one of them is indicated the method by which the claim was 
finally settled, while another column shows the settled file 
number so that reference to the case may be facilitated if 
circumstances should later require it. 

Folder File-—Immediately after the claim is entered in the 
clients’ or claim ledger, a folder is made for the claim. This 
folder is probably the most important and complete record in 
the possession of a collection agency, especially when well kept. 
In order to facilitate locating them when placed in filing cabinets, 
each folder may have a tab attached to it, giving the name of 
the debtor, since they are filed alphabetically according to 
names of debtors rather than claimants. 

Folders contain copies of all collection letters and drafts 
with draft notices sent to the debtor, as well as copies and records 
of other efforts made to enforce payment. A complete summary 
of all such steps that may be taken and of remedies applied, 
together with the dates thereof, may be advantageously made 
on the outside of the folder. Otherwise, a separate record, 
preferably in card form, will have to be maintained if a high 
degree of efficiency is desired. These records usually give the 
name of the patron and his address; the name of the debtor and 
his address; total amount of claim, including principal and 
interest charges; the number that is assigned to the claim; date 
of receipt of account; and the nature of authority for handling 
it. Patrons usually have the option of designating what type 
of service they desire, if more than one kind is offered, and charges 
are made accordingly. Other information carried on such a 
record includes the name and address of the attorney to whom 
the claim is forwarded, in case his assistance must be enlisted; 
the list from which the attorney was selected; the date and 
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manner of payment to patron, including a record ef gross amount 
collected, commissions and fees charged against it and other 
costs involved, etc. Figure 22 gives a complete list of contents, 
with one or two exceptions, of a record such as described (see 
ig. 23): 

Proper Use of Folder Files —All claims against debtors whose 
names begin with the same letter of the alphabet are filed in 
the same drawer of the filing cabinet. Each drawer is, in turn, 
divided, in tickler file fashion, into 31 divisions, one for each day 
of the month. 

Before a folder is placed in the filing cabinet, some collection 
effort is made by the agency, usually consisting of a form letter 
or a specially dictated message addressed to the debtor. <A 
copy of the letter is then placed inside the folder and a “punch 
date” is entered in one of the columns on the outside of it to 
indicate when the folder should come up again for attention. 

To illustrate the matter, let us assume that a claim has been 
received against Mr. Johnson. A folder is prepared and the 
first letter is written to the debtor asking him to make payment. 
At the time the letter is sent, say on the tenth of December, the 
correspondent thinks that, considering the circumstances of 
the case, a reply should be expected in 6 days; hence he places 
in the “‘Puhch Date” column, or any other place provided for 
the purpose, 12/16, indicating thereby that it is his desire that 
said folder come up for attention again on the sixteenth of the 
month. The folder is then handed over to the file clerk, who 
places it in the sixteenth division of the J drawer of the filing 
cabinet. 

Under this system, file clerks go through the files every day, 
first taking all the folders from the files concerning which mail 
has been received so that proper notation may be made on the 
outside and otherwise handled as the circumstances require; 
secondly, they go through the cabinets and take out, from each 
drawer, all folders that have been dated up for that particular 
day but concerning which no reply has been received since the 
last remedy was applied. All ‘‘punch-up” folders then go to 
the proper correspondent who has charge of those accounts and 
he takes whatever steps are provided by the system in operation. 

Instead of the divisions in each drawer remaining rigid, it 
may be advisable to move them forward every day and rotate 
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the guides in such a way as to have the current date always in 
front. Nothing is left to chance under the tickler file punch 
date plan. All matters turn up automatically at the desk of the 
correspondent at the desired time, and claims are consequently 
handled systematically and at regular intervals. 

Settled File-——Another important file maintained by the 
larger agencies is what is known as a “‘settled”’ file. This file 
contains folders of all cases that have been disposed of and com- 
pletely settled. Each such folder is given a settled file number, 
which is also placed on the claim register or ledger in order to 
facilitate in the location of the folder in case any questions 
concerning the handling of the claim arise at a later date, and 
reference to it is made necessary. 

Settled files are usually placed in separate vaults where 
settled folders are kept by most agencies for a period of 2 years. 
Experience has shown that if no questions are raised concerning 
a claim within 2 years after settlement has been made, the agency 
is safe in destroying the record. So many accounts are handled 
by the larger collection agencies and so considerable an amount 
of space is required for the filing of folders of settled accounts, 
that the length of time over which such folders can be kept 
becomes a question of real signifiance. One agency reports, 
for example, that about 2,000 feet of shelving would be required 
to accomodate all of its settled folders over a period of 2 years. 

To be sure, most of the smaller agencies have no such problem 
to cope with. Many of them never make out any folders, while 
others keep them only until the case is definitely settled. This 
lack of system, however, offers no protection whatever against 
complaints by clients and is in every way far from conducive to 
efficiency in management. As soon as an agency begins to 
operate on a permanent footing and commences to think in 
terms of a continuous and successful career in the collection 
business, it usually finds that complete records of claims handled, 
including settled files, become well-nigh indispensible. 

Other Records.—Among the other records that are kept by 
collection agencies may be found a charge ledger for the entry 
of all charges and costs incurred in the handling of claims, a 
check register, and a record of receipts and disbursements. It 
may also be desirable to keep a daily record of claims received, 
which when compiled into weekly and monthly records, may 
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become valuable in a study of collections during the different 
seasons or months of the year, in order to be able to forecast the 
volume of business that may be received during certain periods. 
Advertising expenditures and methods of direct solicitation may 
then be planned more intelligently so as to be sure that a proper 
share of the collection business is secured at all times. Partic- 
ularly valuable do daily records of claims become when it is 
desired to keep a check on branch offices maintained by the 
organization. 


CHAPTER XI 
FORWARDING CLAIMS TO ATTORNEYS 


Attorneys and Credit Managers.—Despite the mutual inter- 
dependence of attorneys and credit managers and constant need 
of assistance from each other, much adverse criticism may be 
heard everywhere about the inefficiency, incompetence, and 
lack of desire to cooperate on the part of whichever party is 
being attacked. Credit managers are, as a rule, more vociferous 
in their denunciations of attorneys, since few of them indeed 
are to be found who have not experienced bitter disappointments 
in their relationship with one or more representatives of the 
legal profession, much to the detriment of the larger group of 
honest and capable commercial lawyers. It is equally true 
that many attorneys maintain a contemptuous attitude towards 
the credit manager, although diplomacy prevents them from 
‘broadcasting’? their opinions, for fear of losing lucrative 
business that comes from creditors. 

Attorneys’ Shortcomings.— Specifically, the charges commonly 
advanced against commercial attorneys who undertake to collect 
past due accounts are somewhat as follows: 

1. Incompetence.—There are altogether too many attorneys 
who know little else about collecting overdue accounts than to 
threaten debtors with a lawsuit. They encourage litigation 
and regard their fee of vastly greater importance than the 
interests of their clients. Obviously, such a policy is detri- 
mental to creditors, for they cannot afford the expense and 
publicity incident to an action atlaw. In relatively few instances 
is it possible to recover by levy on the debtor’s property after a 
judgment has been secured, since many debtors are execution- 
proof. Furthermore, experience has shown that the greater 
number of claims which are placed with an attorney can be and 
are actually adjusted without resort to court action. 

One reason commonly given by attorneys for their failure 
further to negotiate with a delinquent debtor is that a creditor, 
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prior to turning his claim over to an attorney, has probably 
exhausted all means of negotiation in an attempt to collect the 
bill, and that he now wants action. However, a significant 
point that is overlooked by such an argument is the effectiveness 
of a change in surroundings. It has already been shown in a 
previous connection that relatively greater attention is given 
by a debtor to a letter from an attorney or collection agency 
than is accorded to one of similar contents sent by the creditor 
himself. The unfamiliar surroundings and the uncertainty of 
what may follow, coupled with the fear of possible litigation of 
which most delinquents have little knowledge, frequently arouse 
a debtor from his slumber and bring the case to a satisfactory 
conclusion. 

2. Lack of Responsibility —Another charge of grave significance 
is that some attorneys are irresponsible and that it is sometimes 
more difficult to collect the returns from a member of the legal 
fraternity than from the debtor himself. Criminal proceedings 
may have to be resorted to in order to force such an attorney to 
return the amounts collected and wrongfully appropriated. It 
is also not impossible for an unscrupulous lawyer to act within 
the law and yet misappropriate funds collected for clients. 
Practices such as these are responsible for the development of 
the surety bond business in which many publishers of attorneys’ 
lists are engaged, offering to indemnify every holder of such a 
bond against a certain amount of loss through embezzlement 
on the part of an attorney listed in the books and supplements 
furnished to forwarders. 

3. Failure to Follow Instructions—Some attorneys feel that 
once an account is placed with them for collection they should 
be free to follow their own methods. They refuse to be dictated 
to by creditors as to what remedies should be applied, and utterly 
disregard the client’s policy, irrespective of consequences to 
his goodwill and patronage. Experience has shown, nevertheless, 
that the highest degree of effectiveness is reached when the cli- 
ent’s policy is kept in mind and acted upon intelligently. The 
need for such cooperation is further accentuated by the fact 
that many attorneys, save those who specialize in collections, 
are poor collectors and still worse business men. 

4. Neglect of Small Claims.—It is alleged that some attorneys 
decline to handle small claims or else neglect to exercise proper 
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efforts to collect them. Such a policy is generally recognized 
as inferior by the more progressive law firms. It is true that 
the fee paid for the collection of small items does not justify 
the work involved, but it is equally true that not all items of 
merchandise on the shelves of a business house yield a profit. 
Some items of merchandise are handled for advertising purposes 
or for the convenience of patrons, while others are carried 
primarily for the profit which they earn. It would be a poor 
policy, indeed, for a wholesale grocer to refuse to handle sugar 
merely because it is usually a profitless item. So it is with 
attorneys. A law firm that refuses to handle small claims will 
invariably sacrifice valuable contacts and profitable business. 
Live, wide awake law firms, generally follow the sounder policy 
of handling small claims as effectively as the larger ones, provided, 
of course, all business of their clients in their respective territories 
is turned over to them. When this is done, the more lucrative 
items will carry the less profitable work, just as the profitable 
items of merchandise in any business enterprise help to carry 
‘leaders’? and other commodities which are merely handled 
for completeness of stock and convenience of patrons. 

5. Failure to Keep Clients Informed.—Even some of the more 
prominent attorneys are guilty of the charge. They often fail 
even to acknowledge receipt of claim and, intentionally or 
through negligence, fail to keep creditors informed of the exact 
status of the case and of progress made from time to time. 

Creditors’ Shortcomings.—It has already been intimated in 
the opening paragraph of the present chapter that the unsatis- 
factory relationship existing between the two parties under 
consideration is not altogether one-sided. Probably as many 
faults and shortcomings of credit managers have been enumerated 
by attorneys, and some of equally grave significance, as those 
which have been alleged against the latter. Only the more 
prominent ones need be mentioned here. 

1. Lack of Explicit Instructions—Some credit managers are 
so ignorant of the law that their instructions are impossible of 
fulfilment. The average credit manager, however, is sufficiently 
acquainted with the legal aspects of collections to be able to 
issue definite and reasonable instructions. Notwithstanding 
their ability to do so, they often fail, more through negligence 
and carelessness, to be explicit in their instructions and to give 
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full information concerning the case. As a result, the receiving 
attorney is forced to discover for himself many things of which 
the client is fully cognizant, much to the irritation of both 
parties; for the delay incident to such needless duplication of 
effort is costly and injurious to the relationship between for- 
warder and receiver. A knowledge of the history of a claim 
such as can be given at the time it is forwarded to a receiving 
attorney will frequently eliminate much delay in the collection of 
the account and also save considerable needless correspondence. 

2. Direct Negotiations with the Debtor-—-When legal action 
becomes imminent or has already begun, delinquent debtors are 
sometimes willing to compromise with their creditors direct and 
without the intervention of any intermediary. Thoughtless 
or irresponsible credit managers are apt thus to effect a settlement 
without any knowledge of the attorney to whom the case has 
been submitted. A delicate and embarrassing condition is thus 
developed. The attorney being ignored by both debtor and 
client, considerable friction is added to the strained relationship 
previously referred to. 

There seems to be really no justification whatever for keeping 
the attorney in the dark concerning such negotiations, or for 
failure to consult him in regard to the acceptance of a compromise 
offer. 

3. Misunderstandings as to Fee.—Misunderstandings fre- 
quently occur as to the fee to which the attorney is entitled, 
particularly in case of litigation or when a claim has been settled 
directly after some efforts have been made by him to collect it. 
In most places fees are regulated by local laws, local bar rules, 
or by the Commercial Law League of America. Many circum- 
stances of a special nature arise, however, which require specific 
agreement as to the amount of compensation, hence the advisa- 
bility of arriving at an understanding in regard to the exact 
amount before legal proceedings are commenced. 

Collection Agencies and Attorneys.—Although greater har- 
mony exists in their relationship as forwarders and receivers, 
respectively, much friction still remains to be eliminated. Even 
collection agencies, whose business is generally regarded as 
valuable by receiving attorneys, have many complaints to register 
against the practices of some of them. It is alleged, for example, 
that some attorneys do not even acknowledge receipt of a claim, 
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while others return it without having made any effort to collect 
it and without any reason, but vaguely state that they are 
satisfied that collection cannot be made. Some attorneys are 
either tardy and dilatory or return the claim because of personal 
relations with the debtor. 

Again, much misunderstanding has arisen as to fees. There 
are attorneys whose rates are controlled by Bar Regulations, 
and those who advocate the Commercial Law League of America 
schedule but make no allowance for a division with the forwarder. 
Then there are attorneys who suggest suit at the outset, without 
making any attempt to collect amicably, and apparently for the 
sole purpose of obtaining the benefit of the usual suit fee. They 
are unmindful of the client and the forwarder’s duty and obliga- 
tions to his patrons. Finally, there are the attorneys who, 
through indifference or lack of system, pigeon-hole claims 
received, ignore inquiries, and place the forwarder in a position 
of being apparently neglectful and unconcerned about his 
client’s business. 

On the other hand, collection agencies when acting as for- 
warders have been guilty of charges similar to those advanced 
against credit managers. They sometimes fail to give adequate 
information about the claim, even if such data are available and 
readily accessible to them. Then claims are occasionally with- 
drawn, after they have been written up and presented, without 
any compensation to the receiving attorney. Additional abuses, 
most of which are being rapidly eliminated, have already been 
listed indirectly under the discussion of the Code of Ethics 
adopted by the Association of Commercial Agencies of America. 

Necessity for Cooperation.—In view of the foregoing it is 
evident that all parties have been guilty of serious offences, 
and that all have been partial and unfair in their relentless 
criticism of one another. It is also clear that no one of them 
can succeed in his constant struggle to eliminate deadbeats and 
to convert unscrupulous delinquents into good pay customers 
without the complete cooperation of the others. The forwarder, 
whether he be creditor or agency, must give of his knowledge 
concerning the account without stint, on the one hand; and on 
the other, in order to succeed the receiver must prosecute 
cases placed in his hands to the best of his ability. Above all, 
it is essential that fair treatment in the matter of compensation 
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govern the relationship between all parties concerned at all 
times. 
PARTIAL ATTORNEY SUBSTITUTES 

Legal Department.—Prior actually to placing an account with 
an attorney for forced collection many houses employ various 
devices as a last resort in an attempt to avoid paying commissions 
on amounts collected through members of the legal fraternity. 
One of such devices is to imitate the preliminary action ordinarily 
taken by an attorney when an account is turned over to him. 
This is accomplished by setting up a fictitious Legal Department 
on whose stationery one or more letters are written the delin- 
quent, urging him to make remittance within a specified time, 
if legal action in court is to be avoided. An example of one such 
letter is the following: 


Dear Sir: 

An account which is long past due for goods purchased 
from the Blank Hardware Company has been handed to 
us for collection. The amount of the bill is $73.20 and was 
incurred, we are advised by our client, in your purchase of 
POOUS =. EONSIShIN Merle. oe hetedie veloc + Said goods 
were sold to you on an open account, the terms of which 
designated settlement within 60 days from date of purchase. 


The records of the case show that this account has been 
past due over 3 months and that you have failed to make 
’ payment or return the goods or to advise our clients of the 
cause of the delay, despite their persistent efforts to effect a 
settlement. They are therefore satisfied that you have no 
inclination to settle the bill and are compelled to turn the 
account over to the legal department for such action as is 
deemed necessary in order to protect their interests. 

Accordingly, we wish to advise you that your case is now 
on the records of the legal department and will come up for 
attention in 5 days unless you make remittance to our 
clients immediately. 

We hope that you will, for your own protection, make 
settlement and thus avoid the annoyance, publicity, and cost 
incident to a lawsuit. 

Yours truly, 
LeGaL DEPARTMENT, 
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Attorney Letterhead.—Another device, not unlike the one 
just described, consists in writing one or more collection letters 
on stationery bearing the letterhead of some law firm. Some 
attorneys allow their names to be used for such purposes for a 
reasonable remuneration which varies from $30 to several hun- 
dred dollars a year. These letters are in decided contrast to the 
tone of the usual reminders and personal letters which are ordi- 
narily sent by a creditor, and contain open or veiled threats 
couched in businesslike and insistent language. 

To be successful, attempts must be made to impress the delin- 
quent with the idea that these letters are sent by an attorney 
who, if necessary, will prosecute the case to a finish, by levy on 
his property or through garnishee proceedings. Needless to 
say, at this stage in the collection process a creditor must 
stand ready to make good all of his threats if he fails to scare the 
debtor into paying his bill. This is the only justification which 
a creditor has in apparently deceiving the debtor into believing 
that legal action is about to be commenced. 


SELECTING AN ATTORNEY 


General Rules.—Reference to an earlier part of the present 
chapter will at once reveal some of the difficulties experienced 
by forwarders in employing irresponsible or incompetent members 
of the legal profession. It will be discovered that altogether 
too many attorneys, especially the younger men, completely 
lack an understanding of the way in which a debtor’s mind 
works. Asa result, they secure reactions far different from what 
they had expected, merely because wrong stimuli have been 
applied, despite their good intentions growing out of a desire to 
build up a practice and make a name for themselves. 

It is to be remembered, however, that in practically all of the 
larger towns and cities there are law firms that specialize in the 
collection of overdue accounts and are, therefore, well qualified 
and equipped to render prompt and efficient service. Very often, 
these law firms maintain a separate commercial department in 
which able men recently graduated from the various law schools 
are employed under strict supervision of one or more of the 
older and experienced members of the firm. 

Consequently, a few suggestions in regard to the selection of 
an attorney, which are of paramount importance because adher- 
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ence to them or disregard frequently result in success or failure, 
may now be stated in the form of general rules somewhat after 
the following fashion: 

1. Investigate his honesty, reliability, and ability to secure 
satisfactory results. 

2. Make certain that he will give the claim the attention it 
deserves. 

3. Be sure that he does not, at the same time, represent the 
debtor or is otherwise in friendly relations with him. This 
condition is said to obtain rather often in the case of attorneys 
residing in smaller communities. 

4, Finally, select men who are willing to submit to the client’s 
suggestions and instructions and who, above all, employ con- 
structive methods in their efforts to serve their client’s interests. 

Selecting Out-of-town Attorneys.—In the handling of out-of- 
town claims the difficult problem of selecting the right sort of 
attorney becomes more difficult and complex. Two different 
methods of procedure are to be found in practice. Some credi- 
tors prefer to place such claimsin the hands of an attorney located 
in or near the community in which the debtor resides, who is 
known as a “receiving” attorney. Other creditors prefer to 
employ an attorney residing in their own community, who usually 
makes a few efforts to collect by correspondence and, if no satis- 
faction can be thus obtained, he forwards the claim to a corres- 
pondent attorney in the home town of the debtor, hence the 
designation of “forwarding” lawyer. 

There is always a time when every creditor selling to out-of- 
town trade must decide which of these two methods he will 
employ. Shall he place the overdue account with a receiving 
attorney direct, or shall he engage the services of a forwarding 
attorney or other agency for the purpose? Although it appears 
to be a simple matter, it is not so easy to reach a decision; for 
if we are to judge by current practice, both plans have numerous 
advocates and strong adherents, although probably most attor- 
neys act as receivers of claims either direct from clients or from 
collection agencies. 

Advantages of Forwarding Attorneys.—Two distinct advantages 
are claimed for the method of placing out-of-town claims in the 
hands of attorneys residing in the home town of the creditor. 
In the first place, it relieves the creditor of the necessity of 
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carrying on an enormous amount of correspondence in order to 
keep in touch with the receiving attorney and be thoroughly 
informed of the progress of the account, although a limited 
amount of correspondence must still be engaged in even with 
the forwarding attorney. The other advantage is that the receiv- 
ing attorney is said to pay correspondingly closer attention to 
claims received from forwarding lawyers and renders more 
satisfactory service. This is largely because a forwarder has 
occasion to send more claims for collection in any given territory 
than the average creditor. The business received from a for- 
warding attorney thus becomes relatively more valuable to the 
receiver, notwithstanding the fact that the latter receives only 
two-thirds of the total fee. 

Advantages of Forwarding Claims Direct.—On the other hand, 
the plan of sending claims direct to a receiving attorney is not 
without its advantages. First of all, it is argued, that since the 
receiving attorney secures the entire collection fee for himself 
he is apt to be more active in his attempts to bring about a settle- 
ment than if he had to share the fee with a forwarder. The 
validity of this argument, in view of what has been said in the pre- 
ceding paragraph, obviously depends upon the shortsightedness 
or farsightedness of the receiving attorney. 

Another argument commonly advanced in favor of this plan 
is that the creditor has a better opportunity, through corres- ~ 
pondence with the attorney on the ground, of being thoroughly 
informed as to developments, which, in turn, enables him to 
offer whatever suggestions are necessary in order to bring the 
case to a speedy conclusion. 

Securing Names of Out-of-town Attorneys.—To facilitate 
contact between creditors and collection agencies on the one 
hand, and competent and responsible attorneys throughout the 
United States on the other, a large number of directories are 
made available by various agencies, publishing and bonding 
companies. These directories are variously known as “law 
lists,’ ‘“‘bonded attorneys lists,” ‘‘guaranteed attorneys’ lists,” 
or ‘“‘legal directories.’’ A few of the more reliable lists that may 
be mentioned for the benefit of creditors and collection agencies 
are: the ‘‘Guaranteed Attorneys List,” published annually by 
the United States Fidelity and Guaranty Company; ‘‘ Hubbell’s 
Legal Directory”; the ‘‘American Lawyers Quarterly’; the 
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“American Lawyers Annual’’; the “C-R-C Law List’’; ‘“Lane’s 
Blue Book;” ‘“Martindale’s American Law Directory;”’ the 
“Columbia Directory of Lawyers and Banks’’; ‘“Eyre’s Law 
List”’; and the ‘International Lawyers.”’ 


NATURE AND EFFECTIVE USE OF LAW LISTS 


Compilation of Law Lists.—The aim of the various publishers 
is to list only those attorneys, whose financial responsibility, 
ability, and promptness in remitting claims collected are beyond 
reasonable doubt. A practice followed in compiling these lists, 
which is more or less typical, is that used by Hubbell’s. Accord- 
ing to this plan all attorneys in the cities are rigidly investigated 
by personal representatives of the publishing company prior to 
listing their names in the directory. In the towns, only those 
attorneys are listed who have been recommended by two or 
more leading merchants, bankers, or cashiers of banks in their 
respective communities. All such recommendations are said 
to “‘represent a cumulative tabulation”’ over a period of years, 
thereby increasing the reliability of succesive lists. 

Law List Contents.—A slight variation in the contents of the 
different directories may be noted upon close observation. For 
example, some lists aim to cover only the United States and 
Canada, while others cover, in addition, at least the principal 
cities throughout the world. Again, while most directories list 
names of banks or bankers in every banking town, some 
of them still confine themselves to a listing of commercial lawyers. 

The general plan in practically all such directories is to intro- 
duce the list with a brief explanation of the manner in which it 
is to be used when forwarding claims and the nature of the ser- 
vices rendered by the publishing concern in question. This 
introduction is usually followed by a synopsis or digest of the 
more important statutory laws affecting collections in the United 
States, and sometimes Canadian Laws are included. A tele- 
graphic cipher code which is furnished for the convenience of 
creditors and attorneys is inserted next. Finally there comes 
the main feature of the directory consisting of a long list of law 
firms arranged alphabetically under the respective towns and 
cities which are in turn similarly arranged under the counties of 
the respective states. The United States Fidelity and Guaranty 
Company’s ‘“‘Guaranteed Attorneys List,” for example, gives 
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the following information under this heading, all in one line: the 
town, population, county, law firm, name of a bank, county seat 
and distance to it, and nearby town and distance to it. 

In addition to the contents enumerated above, some directories 
also include the ‘‘ National Bankruptcy Law,” a list of counties 
comprising Federal districts, a list of referees and bankruptcy 
districts, indicating the times and places of holding courts in the 
different districts, and consular offices. 

Protecting Users of Law Lists.—The exact nature and amount 
of protection extended to users of law lists vary considerably 
with the different publishing and bonding companies. Some 
organizations do not bond their attorneys, but are particularly 
cautious in the selection of firms on the basis of attention to 
claims, integrity, and ability. The only penalty meted out to 
those against whom serious complaints have been registered 
appears to consist in an elimination from subsequent lists. 

A second group of law list publishers affords users somewhat 
greater protection against the employment of attorneys whose 
standing does not merit it. This is accomplished by mailing a 
stub of the ‘‘forwarding slip” or ‘‘form”’ furnished creditors to 
the publisher, indicating to whom business has been sent. If the 
attorney has been found unreliable since the publication of 
the last list or supplement, the user is advised promptly of 
whatever action should be pursued. Another and probably more 
important function performed by this group of publishers is to 
render whatever assistance is possible in the adjustment of 
differences with attorneys who are neglectful in the handling of 
their client’s business. Thus, for example, the American Lawyers 
Company, publishers of two lists, the ‘‘Quarterly”’ and the 
‘‘Annual,’”’ offers its subscribers the services of its complaint 
department without cost, thereby relieving creditors of the 
expense and annoyance involved in bringing unscrupulous and 
neglectful lawyers to account. 

A third and, no doubt the largest, group of law list publishers 
offers some sort of guaranty against embezzlement of funds on 
the part of any of the attorneys listed in their respective publica- 
tions. Practically all of these companies also guarantee their 
authorized forwarders—a designation applied to authorized 
users of their lists—against overcharges on the part of attorneys, 
and assure them that a proper accounting will be made by their 
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legal representatives, provided, of course, that the service is used 
in accordance with requirements. 

Development of Surety Business.—<As late as 1896 there were 
only one or two surety companies in existence, but none gave 
any protection to merchants against embezzlement on the part 
of attorneys to whom accounts were sent for collection. The 
late John R. Bland, who was secretary of the Merchants and 
Manufacturers Association of Baltimore at the time, was urged 
to organize a company that would protect creditors against 
dishonesty on the part of attorneys throughout the United States 
and Canada. Accordingly, Mr. Bland organized the United 
States Fidelity and Guaranty Company, with an initial capital 
of $250,000, of which every dollar’s worth of stock was subscribed 
for with the understanding that it was to be utilized in the estab- 
lishment of a department that would give protection to merchants 
against dishonest attorneys. This provision accounts for the 
fact that the Guaranteed Attorneys’ Department of the company 
was the first of all the departments to be organized. 

Since its inception the company has grown to such enormous 
proportions that its capital and resources amount at present to 
$5,000,000 and about $42,000,000, respectively. A number of 
other departments were added from time to time so that the 
company now sells no less than nineteen different kinds of 
insurance. The services furnished by the Guranteed Attorneys’ 
Department are sold throughout the United States and Canada 
through a corps of trained solicitors operating from one of the 
sixteen branch offices maintained by the organization. 

The surety business has grown ever since by leaps and bounds. 
Numerous bonding companies offering similar services have 
made their appearance, including organizations such as the 
C-R-C Law List Company, the Lane Publishing Company, the 
Columbia Directory Company, Inc., and several others. 

The purpose of these organizations is not to receive claims or 
legal business, nor to practice law, but merely to publish lists 
of carefully selected attorneys, thereby indicating a sufficient 
number of members of the legal fraternity to whom business 
may be forwarded under the guarantee of the bond which these 
companies issue to subscribers or forwarders otherwise author- 
ized. A distinction is drawn here between subscribers and for- 
warders otherwise authorized, because of the varying practice of 
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the different publishing houses. Some companies make a charge 
to users for the lists, bonds of guarantee, coupons, and other 
forms which constitute a part of the service; others charge each 
attorney listed an annual fee for representation and distribute 
the lists, coupons, and bonds, free of charge, to all merchants 
and other forwarders likely to be interested. Thus, for example, 
the only consideration required to bind the contract of guarantee 
or bond with the C-R-C Law List Company is that authorized 
forwarders use their coupons exclusively, and that ‘‘sole and 
individual credit be given to their company and that no reference 
be made or credit or publicity given any other list, publication, 
or organization.” 

Bond of Guaranty.—The bonding companies protect author- 
ized forwarders by a bond of guaranty, usually in the sum of 
$5,000, against failure of attorneys listed in their publications 
to account satisfactorily for all moneys collected by them; 
also against overcharges. Not only is the aggregate liability 
of the Indemnitor limited to a certain amount, usually $5,000, 
but a limit anywhere from $1,000 to $2,500 is also placed on the 
company’s liability on any one claim or by reason of failure of 
any one law firm listed in the directory. Hence the strength 
of protection afforded creditors by such a bond is inherently 
much less than apparent. 

Furthermore, the bond of guaranty ordinarily protects for- 
warders against pecuniary losses only in the case of embezzle- 
ment or fraudulent failure of attorneys to account satisfactorily 
for funds collected, but it does not intend to offer any protection 
against losses incurred as a result of an attorney’s negligence 
or delinquency. 


EFFECTIVE USE OF GUARANTEED LISTS 


In order to make the guarantee of an Indemnitor’s bond 
operative a certain prescribed procedure must be followed by 
the forwarder. Although some of the conditions to be complied 
with vary somewhat as to details, the most important rules 
of procedure laid down by the different publishers are marked 
for their uniformity. 

Date of List——One of the most universal and imperative 
conditions is that the attorney’s name to whom claims are to be 
sent under the guarantee be taken from the latest revision of the 


FORWARDING CLAIMS TO ATTORNEYS 163 


company’s list. While most of the lists are published annually, 
some are issued semi-annually or quarterly. In practically 
all cases, the large lists are supplemented at frequent intervals, 
varying from 1 to 3 months, with revision supplements, which, 
as soon as issued, form a part of the large list which they intend 
to correct. Supplements usually contain changes that have 
occurred among the attorneys listed because of deaths, removals, 
elevations to the Bench, additions, and substitutions. It is of 
paramount importance, therefore, that the current supplement 
be consulted before forwarding claims. 

Letter of Advice.—In sending a claim for collection, forwarders 
are required to attach thereto a letter of advice to the attorney, 


LETTER OF ADVICE TO ATTORNEY 
Sentifying a holder of the bond of the United States Fidelity and Guaranty Company. 


Date td 


ae OS ee ee coe case 
Dear Sir: 

We send you the following described claim for prompt attention on the faith of and 
by reascn of your name appearing in the latest revision of the “Guaranteed Attorneys List” 
of the UNITED STATES FIDELITY AND GUARANTY COMPANY, and give you 
notice that we hold said Comnany’s bond. We hereby stipulate that the terms shown on 
the back of this letter shall solely govern your charges, Your agreement to such terms is 
a condition precedent to any performance on your part, and will be evidenced by your re- 
tention of this claim. 


EC eee ee en ea ee 


a 


Please acknowledge receipt by return mail, advising us as to prospects of collection. Do 
not make any compromise nor receipt debtor in full for any partial payment unless we espe- 
cially authorize. Advise us what course, in your opinion, is best to pursue. Remit all 
monies collected without delay direct to the undersigned by Postal Order, Current Exchange 
or Express. retaining your proper fees as herein stipulated. We have notified the UNITED 
STATES FIDELITY AND GUARANTY COMPANY that we have placed this matter in 
your hands, as required by the conditions of said Company’s bond. 


Holding bond of United States Fidelity and Guaranty Company. 


CO —————————— ee 


GAC ics ete 


(OVER) 





Fic. 24.—Letter of advice to the attorney to whom claim is forwarded for col- 
lection. 


notifying him that his name has been taken from whatever list 
has been used in order to make the selection and that the for- 
warder is protected by the Indemnitor’s bond of guarantee. 
This letter of advice is sometimes designated as a ‘‘bonding 
coupon”’ or ‘‘forwarding slip” (Figs. 24 and 25). 
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Publishers of some directories merely require the use of what 
they term ‘‘subscribers’ stamps,” which are furnished without 
cost; others are satisfied with a mere statement by the forwarder 
that the attorney’s name was taken from a directory properly 
designated. 

Somewhat of an innovation in this connection has been 
instituted by the publishers of the “International Lawyers.” 
They have eliminated entirely the use of coupons in forwarding 


TERMS 


TO THE ATTORNEY:—Your agreement to the terms here stipulated is 
hereby made a condition precedent to any performance on your part and 
will be evidenced by your retenvion of this claim, 


1. WITHOUT SUIT.— aoe on the first $300.00 or less collected, 
8% on the next $700.00 or less collected, and 
4% on the balance collected in excess of $1,000.00. 
Minimum fee 35.0 
If the claim is for less than $10.00—50% of the amount 
collected, 


= BY SUIT.—Sult must not be instituted by you without our authority. If suit 

is authorized, we will advance ail court costs; and your compensation is to be a suit- 

tee of $7.50, plus the commissions hereinabove stipulated on the amount collected. If 

the fee for suit is more than $7.50, it shall not exceed the local customary fee for 

aa services. In no case, however. is the suit-fee plus commissions to exceed half 
e claim, 


3; If this claim is for goods sold and delivered, and it is settled by our consent- 
ing to a return of all or part of the goods charged in the invoice thereof, your compen- 
sation for obtaining such goods is to be as hereinabove stipulated, except that for the 
purpose of calculating your commissions, the goods returned are to be regarded as 
worth only 50% of the yalue at which they are invoiced to the purchaser. 


No service justifying any charge other than the foregoing will be begun. with- 
ovt notice to us that such service will be undertaken. For such service the charge 
shall not exceed the local custemary charge for similar services, 

5. If. in your locality, collection fees or rates are established by law or by the 
rules of a Bar Association, and we are so notified, such law or rules shall govern. 

6. No extra charge shall be made for obtaining notes or other security for this 
claim, if we allow the notes or other security to remain in your hands for collection. 

7. If this claim ts settled or pald direct to us after an effort by you to collect, 
you will be entitled to the compensation herein provided for. 

8. No charge shall be made by you for unsuccessful efforts to collect, except as 
ree provided for. 

If you are not able to attend to this business by reason of being retained by 
the cular side, or for other good causes, it must be promptly returned to us. 


"Holding bond of United States Fidelity and Guaranty Co. 





Fig. 25.—Reverse side of letter of advice. 


business, but require instead that every claim be stamped with 
their registered guaranty seal which is furnished to each forwarder. 

Bonding or Guaranty Notice.—Indemnitors retain the right 
to refuse all liability unless they are notified, in writing, of the 
placing of claims or other legal business, with attorneys properly 
identified therein, for collection, suit, or adjustment. Notice 
must also be given within a specified length of time. The United 
States Fidelity and Guaranty Company, for example, requires 
that such notice be sent by the forwarder within 10 days from 
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the date on which the claim or claims or other legal business 
were sent to the attorney. Users of ‘‘Lane’s Blue Book” and 
of the ‘Columbia Directory,” on the other hand, are allowed 
a whole month within which to comply with this requirement 
(Fig. 26). 


SEND THIS BONDING NOTICE TO THE HOME OFFICE OF THE UNITED STATES FIDELITY AND GUARANTY COMPANY, 
DEPARTMENT OF GUARANTEED ATTORNEYS, 
AT BALTIMORE, MD. 
Thies tomonpy you that ion the. day (of. 
SUUT OV-QUIG EE USOT TELE INOUE ae 1 LON REY, 


vu» Named in your latest revised List. 


erences aocopoceaseneserensanaesnreseessreeeeremesenes 





Our claim of $ peo GOIN Shaan ne ee 


ee sete ee 


This notice is sent in accordance with the requirements of the bond which you have executed 
and delivered to the undersigned. 


| Give name and Address In tuil. | a a eae 





Fic. 26.—Bonding notice to indemnitor which is sent in accordance with require- 
ments in order to make the bond of guarantee operative. 


Claims for Indemnity.—All applications for indemnity must 
be made within a specified time, which varies with the different 
companies anywhere from 60 days from date of discovery of 
any act or omission on the part of the attorney which is likely 
to give rise to a claim against the Indemnitor to as long a period 
as 1 year from date of forwarding the business to the defaulted 
legal representative of said Indemnitor. It is also provided that 
an assignment be made, under such conditions, or a chose-in- 
action granted against the attorney for the amount of the 
indemnity paid by the company; and that the Indemnitor be 
given a free hand thenceforth to take whatever action against 
the attorney it deems expedient. 

Publishers also reserve the right to a certain length of time 
in which to verify the validity of claims for indemnity, in ordes 
to satisfy themselves of the liability before paying the loss. 

Creditors’ Lists of Attorneys.— Notwithstanding all guaranteer 
by publishing houses, many credit managers and collection 
agencies still follow the practice of compiling their own lists of 
attorneys on the basis of their personal investigations and 
experiences. If an attorney has been found to render prompt, 
efficient, and satisfactory service, it is good business practice 
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to avail oneself of his services, regardless of whether or not he 
carries list representation. 

Since lists compiled by creditors and agencies are seldom as 
complete as those made available by list publishers, practically 
all of them at one time or another must resort to the use of one 
or more of such lists. ‘Two problems, then, present themselves 
for solution. One relates to the choice of a particular list, while 
the other relates to the choice of a particular attorney in case 
more than one is listed in a given community. As to the first 
point raised, a forwarder favors that list which in his mind favors 
him, namely, one that conducts the most satisfactory result- 
getting Complaint Department, makes prompt adjustment of 
commission disputes, and exercises great care in the selection 
of its legal representatives for listing. Because of the striking 
similarity that characterizes most attorneys’ lists it is sometimes 
rather difficult to reach a decision on this point. 

As far as the other problem is concerned, time and experience 
are the only factors that may determine the wisdom of a partic- 
ular solution. Some risk must be assumed in the first trial, and 
because of the lack of experience with such attorneys, it is recom- 
mended that an investigation be conducted before sending claims 
or that a guaranteed list be used for the purpose. 

Compensation of Attorneys.—The fees or rates that are 
generally observed by most attorneys and which are recom- 
mended by publishers of guaranteed lists are those adopted by 
the Commercial Law League of America, in accordance with 
the following schedule: 


15 per cent on the first $300 or less collected. 
8 per cent on the next $700 or less collected, and, 
4 per cent on amounts collected in excess of $1,000. 


A minimum fee of $5 may be charged, but if the claim is less 
than $10, the fee is 50 per cent of the amount actually collected. 

In the event that suit is instituted against the debtor, a 
minimum suit fee of $7.50 may be charged in addition to the 
commissions stipulated in the above schedule. These commis- 
sions and suit fees are applicable only in the absence of special 
schedules established by local laws or by the rules of a Bar 
Association, but in no case are the fees to exceed 50 per cent of the 
claim. Furthermore, all fees are subject to the usual division, 
one-third to forwarding and two-thirds to receiving attorneys. 


CHAPTER XII 
FORCING A SETTLEMENT 


Preliminary Procedure.—The nature and number of efforts 
made by an attorney prior to actually bringing suit depend 
largely upon his client. Should he represent a collection agency, 
in which case all possible means leading to an amicable adjust- 
ment have probably been employed previously, his preliminary 
action is usually confined to a single notice served on the debtor, 
in which he is advised of his creditor’s intention to prosecute the 
case unless payment of the claim is forthcoming. 

On the other hand, if the account has been placed in the hands 
of an attorney directly by a creditor, several steps may be taken 
prior to bringing the case and parties into court. As to just 
what the first remedy will be depends partly on the size of the 
account and the size of the community, and partly on the attor- 
ney’s past experience. The first thing most attorneys do, 
particularly in the larger towns and cities, is to inform the debtor 
by letter, telephone, or through a local representative, of the 
receipt of claim for collection, and to demand an immediate 
settlement of the account. Should the demand remain unheeded 
or satisfaction otherwise be denied, other steps are taken as dic- 
tated by conditions discovered in the investigation subsequently 
made into the debtor’s exact financial responsibility. 

The first letter sent by an attorney to a debtor upon receipt 
of a claim against him usually reads somewhat as follows: 


Dear Sir: 


Your account amounting to $94.50, has been handed me 
for collection. All of this is overdue. 


My instructions are to bring suit against you to enforce 
payment unless the account is paid at once. 


Certainly you do not want the annoyance and expense of a 
lawsuit. To avoid this it will be necessary that I have an 
immediate remittance from you. 

Yours very truly, 
ATTORNEY. 
167 
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This letter is usually followed by a demand and notice, but 
if an instalment collection is involved it may be desirable to 
use another letter of the following composition before demand and 
notice of suit are resorted to. 


Dear Sir: 

Your overdue account amounting to $94.50, has been 
handed me for collection. 

My instructions are to bring suit under the terms of your 
contract for possession of the property which you leased 
from our client. 

Do you realize that if you force suit that you will lose 
all the money paid and the property under consideration; 
and that you will have the annoyance and expense of a 
lawsuit as well? 

To avoid this I must have an immediate remittance from 
you. 

Yours very truly. 
ATTORNEY. 


Some attorneys in the larger towns and cities and most of 
them in the smaller communities reverse the order of the first 
two measures mentioned in the preceding paragraph, much to 
the satisfaction of their clients. Creditors assert that more 
satisfactory results are obtained by those attorneys, who, upon 
receipt of a claim, conduct a thorough investigation into the 
debtor’s financial responsibility with a view to determining 
exactly how far the case may be carried successfully, before 
any demand is made for settlement on behalf of the chent. It 
is partly for this reason and partly because of the personal visits 
they usually make to see the debtor that many creditors prefer 
to place their claims with local attorneys in the smaller communi- 
ties—provided, of course, that full confidence is placed in their 
honesty and integrity—rather than to employ forwarding lawyers 
or collection agencies. 

Unless peculiar circumstances point to the wisdom of securing 
a judgment against the debtor immediately, suit is postponed 
until all other means have failed. Being on the premises, the 
responsibility rests upon the attorney of determining and 
applying the proper remedies resulting in payment. Several 
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collection measures are usually applied first. Drafts may be 
drawn on debtor and one or more letters written, threatening 
bankruptcy proceedings, suit, and the like. Since the character 
of these efforts closely resembles those ordinarily employed by 
collection agencies, no specific illustrations need be given here, 
if needless duplication is to be avoided. 

The exact amount of “dunning”’ depends upon the circum- 
stances of each case, but more often upon the extent to which 
the attorney safeguards his client’s interests. Numerous in- 
stances can be cited, in which, irrespective of conditions sur- 
rounding the case, only one attempt is made on the part of the 
attorney to collect the claim prior to bringing suit. Such 
attorneys apparently assume that claims are placed in their 
hands only after creditors have practically exhausted their 
resourcefulness in endeavoring to collect them and that they now 
want speedy action rather than a resumption of lengthy negotia- 
tions. Many attorneys to the contrary notwithstanding, it is 
still the belief of a large number of creditors that haste in forcing 
a settlement is in the majority of cases an extravagance in which 
they cannot well afford to indulge. 

In the first place, it is not always true that all possible efforts 
have been made by creditors to collect the bill before placing it 
in the hands of an attorney. Some credit managers, not unlike 
men in other professions, have decided limitations to their 
resourcefulness; others fail to utilize their ability to the fullest 
extent largely through negligence. In the second place, the 
psychology of a change in the source of collection measures must 
not be overlooked. Because of unfamiliarity of surroundings, 
similar collection messages sent by an attorney instead of a 
creditor are likely to prove more pronounced in their effect upon 
most delinquents. They are uncertain of what may follow and, 
as soon as an action at law becomes imminent, the dread of the 
uncertainty increases to such an extent as to cause them to settle 
the claim before it is actually brought into court. 


PROCEDURE IN LITIGATION 


Should the attorney fail in his attempts to effect a settlement 
by amicable means, he will in all probability ask the creditor for 
authority to summon the delinquent into court. Before 
granting such authority the credit manager should satisfy him- 
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self that the debtor possesses unencumbered property on which 
to levy, in case a judgment is secured, sufficient in amount to 
cover the value of the claim and expense incident to the suit. 
Otherwise, he will, by advancing money to cover costs of the suit, 
be throwing good money after bad. Oftentimes the attorney 
may be able to furnish the requisite information, and if bona fide, 
his recommendation concerning the advisability of suit should 
be followed. 

The usual form of procedure in the prosecution of a debtor 
for his delinquency involves: 


. Filing of petition for judgment. 

. Serving of summons on debtor and witnesses, if any. 
. Pleadings. 

Trial. 

. Entering of judgment. 

Appeal. 

. Execution of judgment. 

. The return. 

. Supplementary proceedings. 


Filing of Petition.—All civil actions brought by a creditor 
against a debtor in the enforcement of his rights arising from 
the sale of goods commence with the filing of a petition for judg- 
ment in the proper court. Here is set forth the exact nature of 
the claim, under oath, in appropriate legal language, the petitioner 
praying for judgment against the defendant for the full amount 
due and for costs incident to the action at law brought into play 
as a means of enforcing the claim. The form on which the peti- 
tion for judgment is set forth is frequently referred to as a “State- 
ment of Claim.” It is highly important that the amounts of 
the claim be properly analyzed and identified as to dates on which 
such indebtedness was incurred and the character of the goods 
or services involved in the alleged transactions (Fig. 27). 

In case suit is filed in a community other than that in which 
the claimant resides, the common practice is for the creditor to 
execute an affidavit in proof of claim, sometimes merely desig- 
nated as an “Affidavit to Claim,’ which is forwarded to an 
attorney in the locality in which the action at law is taken, 
instead of certifying the statement of claim or petition referred 
to in the preceding paragraph. There are two advantages to 
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THE MUNICIPAL COURT OF COLUMBUS. PETITION. 
————eeee———— OO Oe 


COUNTY OF FRANKLIN, In the Municipal Court of Columbus 


THE STATE OF OHIO, | 
Ss. 
CITY OF COLUMBUS, 


a corporation under the laws of Plaintiff 


No. 


Claim for $ 85240. 





doing business as "Doe's Sanitary) vefendant 


PETITION 


Plaintiff’s claim is.. UPON. an account, & copy of which with all credits thereon . 


VEVESPEOVIOWS 8. ee ene 


1924 _. Invoice 


Boast A ee: Feb. 19, Sugar  —ss——is«d'386 $19.50 
etttnntntee nn Oe, Canned Milk 265 10.75 
et Moh. J7, Coffee  —ss_ 319 15-60 
Podesta nth. 7 "24, Sugar and Lard382 42025 





cos PORN. We Smith 


Attorney for Plaintiff 


16 E. Broad street, Columbus, Ohio 


Business Address 





COUNTY OF FRANKLIN, 
CITY OF COLUMBUS, 
WEE ame ge BAKO L es eeniers eetans ee ne e being first duly sworn, says 


That........ he is Secretary of The XYZ Meroantile Coe... plaintiff........in the above entitled cause 


THE STATE OF OHIO, } 
ss. 


I an ee nena nag ea ane aieasanar een and that the facts set forth in the foregoing statement 


xre true as........ he verily believes. aneacesosenbasepps esta ee 
Subscribed and sworn to before me this. Oth eegreeneansr RY 2 Olscces August a 192 4 
HARRY B. LAMON, 
Clerk of the Municipal Court of Columbus. 
By:3. D. A. Ryan Deputy 








Fic. 27.—Petition for judgment, 
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this procedure. In the first place, this practice obviates the 
necessity of employing an attorney, since the affidavit to claim 
may be drawn up by the creditor himself, whereas a “‘Statement 
of Claim”’ or “‘ Petition’? must be drawn up by an attorney. For 
the same reason it is more convenient to use the former document, 
inasmuch as such blank may be filled out and forwarded whenever 
the claimant desires to do so (Fig. 28). 


aan and for 
County, Ohio. 


uuhereto attached, that. said 


August 
Franklin... 


..Herbert D,. Brown... 


Midian @. Baker 


wily Of occ: 


BAK OXY. (antes et Se ctannetets 
as set forth in the attached claim 


SOwed man Gee 
Notary Public,. 


3. 
pt 
i @: 
: O: 
2 Oi 

oO: 

a 

et: 

a: 

°: 

2: 

@O: 

= 

3 

o: 

a: 

-: 

u: 

CE 

> 

& 

a: 

> 

oO: 

2: 

°: 

o 

n 


Gen'l Code, Sec. 11137 
uuts correct, just and lawful, and the consideration therefor wus 


Ses ates nets el aod re one le 
at the request of... John Doe 


an 


Notary Public. 
William G. 


AFFIDAVIT TO CLAIM. 


AB ECUTILU TILET OY Oli coi iternintitainetanieetdh sents 


el LO sccart 


Franklin 
eighty five Bhd AO [N00 fener’ sear coos pana aes Dollars 


Claim against Jon Doe smn 


hold 6... MQ... 


of the 


that no part of the same has been paid except as stated thereon; that there are no counter claims or sct-of's 
vould Onn 


corporation organized and doing business under the laws of the state of Ohig 


against the same to the knowledge of affiant, except... 
Sworn to before me and signed in my presence this,Oth, 


said County, personally appeared... 
and that there is justly due the said.......... 


who being duly sworn says that 


The State of Ohio, 
Before me, a 

the owner. 

thereon the sum of. 


to said 
and that 





It is important to bear in mind that in some jurisdictions the 
affidavit in proof of claim is altogether unrecognized and in others 
little validity is attached to the document, hence the necessity 
for specific knowledge on this point concerning the jurisdiction 
involved, 
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Serving of Summons.—Since full legal recognition to a creditor 
as such is refused till his status has been definitely established 
in a court of law, it becomes necessary to bring the debtor into 
court. This is accomplished by means of a summons served 
on the debtor, requiring him to appear and answer to the com- 
plaint of the plaintiff at a definite time or within a certain number 
of days after service of the summons. The particular practice 


...answer in writing 
....Deputy Clerk 





You are commanded to notify 
..» the petition of said plain- 
HARRY B. LAMON, Clerk. 


SUMMONS IN ACTION FOR MONEY ONLY 
pee DlO2i. 


To the Bailiff of the Municipal Court of Columbus: 
thereof, at the City of Columbus, this...........0..0...-.. 


Witness, HARRY B. LAMON, Clerk of said Court and the Seal 
Answer must be made under oath. 


.....filed in the Clerk’s office of said Court, will be taken as true 


—Summons served on debtor. 


29 





Fic. 


} 





poner 
The Bailiff will make due return of this summons within three days from date of this writ. 


been sued by. 
in the Municipal Court of Columbus, and that unless...............0..0..... 
Returnable by Bailiff Third Day after Issue. 


and judgment rendered accordingly. 


THE STATE OF OHIO, 
FRANKLIN COUNTY, 
CITY OF COLUMBUS, 


on or before the........ 





as to the exact time limit within which the defendant must 
appear or file an answer obviously varies with the different 
jurisdictions, for as yet there is little uniformity in regard to 
litigation procedure such as treated in this chapter, not only 
among the states but among the variousmunicipalities within 
any one state as well (Fig. 29). 
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Pleadings.—In order to consume as little time of the court as 
possible, both plaintiff and defendant state, in documents known 
as pleadings, what they expect to prove. Pleadings generally 
consist of a declaration, which is the complaint by the plaintiff; 
a plea, which constitutes an answer by the defendant, if he 
chooses to make it; a repplication, or reply by the plaintiff, in 
case a plea is made; and a rejoinder by the defendant. Occasion- 
ally, pleadings extend beyond these four documents. The 
burden of all of these documents is to frame the issue and clear 
the question in dispute. After the issue is framed the case is 
listed for trial on the trial calendar. 

Trial—When the proper time arrives the trial is held and 
evidence is submitted to sustain the allegations made in the 
pleadings. In the absence of a special defense for non-payment 
such as a counterclaim or set-off, the defendant usually permits 
judgment to be taken against him by default, 7.e., by failure to 
appear in court personally to contest the claim or to be repre- 
sented by an attorney for the purpose. Under such circum- 
stances, the petition of the claimant is usually taken as true and 
the judgment rendered for the plaintiff. 

Not infrequently the case is contested by the debtor. Should 
questions of fact arise as a result, a jury trial must be held to 
decide upon them, unless waived by the parties to the suit. Jury 
trials are commonly waived in a desire to keep down the cost 
of the suit to a minimum. Irrespective of whether or not a 
jury trial is held, both parties are given an opportunity to submit 
all the evidence they wish to present in support of their respective 
allegations. Since, however, the burden of proof rests upon 
the plaintiff, it behooves creditors to supply all the evidence 
they possibly can, including delivery slips, copies of orders, 
invoices, and all other documents bearing upon the claim, as 
may be required in order to prove the case meritorious, and secure 
a judgment. Failure to submit adequate evidence on the part 
of the plaintiff invariably results in the dismissal of his suit. 

Sometimes a debt is ‘‘outlawed,”’ because it was allowed to 
stand beyond the limits set by the ‘‘Statute of Limitations”’ of 
the state in whose Jurisdiction the case is being tried. The limits 
set differ with the different states and with the nature of the 
obligation. An open account expires by limitation, with but 
three exceptions, in from 3 to 6 years. The exceptions are: 
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Texas with a 2-year limit; Wyoming at the other extreme with 
an 8-year limit; and Kentucky with a 2-year limit only in case 
the account is between a merchant and a consumer. For written 
contracts the period is usually longer, depending somewhat upon 
whether or not the contract is in the form of a note and whether 
it is sealed or unsealed. Thus, for example, the limitations set 
by the state of Ohio are: 6 years for open accounts; 15 years 
for unsealed notes; 6 years for unsealed contracts; and 15 years 
for sealed contracts. 

A point worth remembering in this connection is that the 
Statute of Limitations on open accounts begins to operate from 
the date of the last payment on the account, instead of from the 
date on which the indebtedness was originally contracted. 
Hence, if part payments can be secured from time to time, or 
a written acknowledgment of the indebtedness obtained at certain 
intervals, there is little danger of a claim expiring by limitation. 

Entering Judgment.—As already indicated in a previous 
connection, a debtor generally offers no defence and merely 
defaults by failure to make appearance in court or to file an 
answer to the plaintiff’s complaint, in which case a judgment 
is entered against him without resorting to a trial of the case. 
If, however, the claim is contested, a trial is held and a judgment 
finally rendered for the plaintiff or for the defendant, as the case 
may warrant. Should the latter win, the case is dismissed and 
a money judgment entered against the former party for the 
costs of the suit. 

Appeal.—tIf the defeated party decides to appeal from the 
judgment, his attorney, after due notice to the winning party, 
files a transcript of the evidence with an appellate court of 
judges and asks that the judgment of the lower court be reversed, 
or more accurately, be set aside and rendered unenforcible. 
Appeals may be made only in cases involving sums of money 
exceeding certain stipulated amounts which, of course, vary 
in the different jurisdictions. 

After a hearing of arguments on both sides, the appellate court 
either affirms the judgment or else reverses it. The latter deci- 
sion is rendered only when it appears that the judgment is inade- 
quately supported by the evidence or when an important error 
has been discovered in the proceedings of the lower court. The 
defeated party, if successful in his appeal, is then entitled to a 
new trial. 
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Execution of Judgment.—Once a judgment is entered for the 
plaintiff, the defendant is allowed in most jurisdictions sufficient 
time in which to pay the claim and the court costs. If he fails 
to make settlement within the specified length of time allowed 
by the court, the plaintiff has the night to request a “ Writ of 
Execution,” directing the sheriff, bailiff, constable, or some other 
subordinate executive officer of the county or city to levy on the 
property of the debtor (Fig. 30). 

It is important to bear in mind that the judgment previously 
discussed is not a lien in itself on general or specific property; 
it is not self-executory, but simply accords recognition of the 
creditor’s legal right to enforce his claim against the debtor. 


The State of Ohia) IN THE MUNICIPAL COURT OF COLUMBUS 
ss PRAECIPE 


FRANKLIN COUNTY 
CiTy OF COLUMBUS 





} Plaintiff 





} Defendant 





To the Clerk: 


Please issue 





in the above entitled case 





Attorney for 








Fria. 30.—Request for a writ of execution. 


As soon, however, as the judgment is docketed, it becomes a 
lien upon whatever real property the debtor may own within the 
county. It therefore follows that to create a lien on real estate 
located in other counties within the state, it becomes necessary 
to docket a copy of the judgment within each of such counties. 

Though it is a simple matter to serve an execution and make 
a levy on a debtor’s property, nevertheless the difficulty in 
getting some country constables to do this is inconceivable to 
anyone but the plaintiff’s local attorney. Many of the constables 
are petty politicians and will therefore invent all sorts of 
excuses in order to avoid levying on the property of a towns- 
man who is perhaps a fellow church or lodge member or 
important in local politics. A knowledge of such difficulties, 
which some attorneys must surmount as representatives of their 
clients, will help to secure greater sympathy and cooperation 
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of creditors instead of the bitter antagonism and cutting sarcasm 
which mark the attitude of many of them toward the receiving 
attorney. 

All property thus seized is then advertised for sale and disposed 
of at public auction in accordance with the legal requirements, 
and the judgment is satisfied out of the proceeds. 

Exemption.—Only that amount of goods, real estate, personal 
property, chattels, and the like, may be seized under a writ of 
execution which is not subject to exemption. To prevent 
people from being reduced to poverty and thus becoming public 
charges, all states including Alaska and the District of Columbia 
have enacted laws fixing the amount and kind of property which 
a debtor may retain as exempt from execution regardless of 
what he owes. In the majority of the states, exemption applies 
to a small homestead, certain domestic animals, household 
belongings not exceeding a stated amount, necessary clothing, 
and a low income. 

In Ohio, for example, a homestead not exceeding in value 
$1,000 is exempt from execution. A head of a family not owning 
a homestead is entitled to an exemption of $500 in real and per- 
sonal property, in addition to chattels otherwise exempted. 
The other exemptions in Ohio to which the head of a family is 
entitled consist of certain specified personal property and 
personal earnings of 3 months previous to levy, unless the debt 
was incurred for necessaries furnished the family, in which case 
only 90 per cent of such earnings is exempted. 

In view of the complexity of the provisions it is imperative 
that credit managers obtain and have at hand, for instant 
reference, digests of exemption laws in the various states. A 
good collection of such and other statutes enacted by the various 
legislatures may be found in the ‘‘Credit Man’s Diary and 
Manual of Commercial Laws,’ published annually by the 
National Association of Credit Men; also in the ‘‘Guaranteed 
Attorneys List,’ published annually by the United States 
Fidelity and Guaranty Company, in Martindale’s ‘‘ American 
Law Directory,” and in many other law lists of a similar nature. 

The Return.—lIf the sheriff, bailiff, or constable, as the case 
may be, is unable to locate any property on which to levy, the 
execution is “‘returned unsatisfied.’’ Since, however, the debtor 
is not likely to remain execution-proof for any considerable 
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length of time, it becomes advisable to investigate his affairs at 
certain intervals, say once or twice a year, in order to determine 
upon the wisdom of serving another writ of execution. 

Although it is the practice of many credit managers to write 
off their ledgers amounts lost on judgments which have been 
returned as execution-proof, it is good policy nevertheless not 
to regard such judgments as entirely worthless but to keep careful 
and complete record of them until outlawed by the statutes of 
limitation enacted by the legislatures of the various states con- 
cerned. In Ohio, for example, domestic judgments may be 
kept alive by execution every 5 years for a period of 21 years. 
In all other states, with but few exceptions, the period within 
which a judgment may be enforced varies from 5 to 20 years. 
The state of Connecticut specifies no limit and in several other 
states a domestic judgment may be kept alive by execution 
every 5 years almost indefinitely. 

In view of the foregoing it is reasonable to expect that some 
judgments may be enforced partially or in their entirety before 
the expiration of the time limit prescribed by the statute in 
question, even though the judgment has been returned unsatisfied 
after the first attempt at execution. 

Supplementary Proceedings.—It frequently happens that, 
during the pendency of a suit against him, the debtor transfers 
his assets in order to make them execution-proof. One of the 
provisional remedies against such action is to obtain a writ of 
attachment whereby the property may be attached and held 
until a judgment is rendered by the court. It may be difficult, 
however, to prove sufficient grounds warranting the issuance 
of such a writ. Where attachment is not resorted to, or where 
insufficient property has been attached, a judgment creditor is 
given the right in most jurisdictions to examine the debtor under 
oath in proceedings supplementary to the judgment obtained 
with a view to determining the manner in which his assets were 
transferred to a third party and the disposition of the proceeds 
in case of sale. 

Any or all persons indebted to the judgment debtor may also 
be examined in supplementary proceedings. All assets so dis- 
covered may then be applied to the satisfaction of the judgment, 
subject to certain exemptions specified by the statute under 
consideration. 
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Obviously, a condition precedent to supplementary proceedings 
is the securing of a judgment which has been returned unsatisfied 
after execution. Such right may be exercised any time within 
the period provided by the statute in question and the creditor 
is ordinarily entitled to one examination only, unless good 
cause is shown warranting additional subsequent examinations. 

Garnishment.—Another method employed as a means of 
enforcing a judgment, in case little or no property has been 
found on which to levy, is to institute garnishee proceedings. 
Garnishment proceedings vary under the laws of the different 
states, hence the necessity of consulting these statutes in order 
to ascertain to what extent the use of this effective means 
of forcing a debtor to pay is permitted by the jurisdiction in 
question. 

Garnishment, sometimes termed ‘“‘trustee process” or ‘third 
party proceedings,”’ is a process resembling that of attachment, 
whereby the creditor acquires a lien or right to hold the garnishee, 
in whose possession the goods, money, or credits of the debtor 
are found, personally liable for his debt to the defendant. A 
garnishee is supposedly an innocent third party owing money to 
the defendant or in whose possession property of such defendant 
is found without his fault or blame. When this property or 
debt is attached, the garnishee is regarded in the eyes of the 
law as a trustee or custodian of the property or debt, and is 
restrained from paying the debt or returning the property to 
the defendant. The purpose, then, of the right of garnishment 
is to give notice or to warn the garnishee to the effect that he 
is not to settle with the defendant but to answer to the suit of 
the creditor. Garnishment applies to all cases where a third 
party has in his possession any property or funds belonging to 
the debtor.! 

Although the actual practice in garnishee proceedings differs 
somewhat in the different states, nevertheless a brief explanation 
of the procedure followed in the state of Ohio, which is typical 
in many respects, will serve to elucidate the matter more fully 
than could be done by a mere statement of generalizations 
concerning the manifold provisions of the several laws bearing 
on the subject. 


1Beckman, T. N. “Credits and Collections in Theory and Practice,”’ 
p. 371. 
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A person bringing an action for necessaries must first make a 
demand in writing for the excess over and above 90 per cent of the 
personal earnings of the debtor, at least 3 days and not more 
than 30 days before such action is actually commenced. If the 
defendant debtor tenders payment for the excess of his personal 
earnings above 90 per cent within 3 days after such demand, no 
costs whatever are chargeable to him, otherwise he is charged $2.50 


Respectfully. 


Gen'l Code, Seca. 10272.-3 


DEMAND FOR 10 PER CENT. OF PERSONAL EARNINGS. 


Fig. 31.—Demand for 10 per cent of personal earnings. 


I hereby demand that you pay me in money or in a duly accepted order, the ewcess of your 
Your compliance with this demand within three days will stop proceedings being brought 
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personal earnings over and above ninety per centum, earned during the interval of thirty days last 
against you under The Gencral Code of Ohio, to subject such personal earnings to the payment of 
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said indebtedness and costs. 





to cover the costs of the action, which amount is later ordered with- 
held by the garnishee in addition to the 10 per cent of the debtor’s 
personal earnings. The law prohibits the making of such demand 
by the same creditor at closer periods than 30 days, and the 
amount demanded may be only for the excess above 90 per cent 
earned during the preceding 30 days (Fig. 31). 
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AFFIDAVIT FOR ATTACHMENT 


AND GARNISHMENT. 
(For 10 Per Cent. of Personal Earnings.) 
Gen'l Code, Secs. 10253,-4,-65,-71,-2 


The Municipal Court of ny Ohno. 


VO cee ee 


AFFIDAVIT IN ATTACHMENT. 
AND GARNISHMENT. 


~~ Plaintif.., 


Defendant... _, 
The State of Ohio ee ee ne County, 88. 


acer UCUIV SNAIL UY SLUOT IU SEU S UI LUNILE US ote 


the Plaintiff in the above entitled case; that. ca ese = 


said Defendant... justly indebted to said Plaintiff_.for. necessaries, to-wit: 


that the said claim is just, and that he believes said Plaintiff_ought to recover thereon 
CLEC LOEITE OTTO fg ee DOLLS 
100 


that the property sought to be attached is not exempt from execution; that only ten per 
centum of said Defendant's personal earnings for services rendered, and not exceeding 
two dollars for actwal costs in this proceeding, and the necessary garnishee fee of not to 
exceed fifty cents if the same is demanded by the garnishee, are sought to be attached. 
That at least three days and not more than thirty days before bringing this action, to-wit, 


ODE EC ess LOY OF sre tacit oe LOE the said Plaintiff......made demand in 
writing on said Defendant for the excess over and above ninety per cent. of said Defend- 
ant’s personal earnings, earned during the thirty days next preceding said demand by* 
delivering such demand to the debtor personally, and that said Defendant did not pay or 
vender payment to said Plaintiff......in money or a duly accepted order for said excess of 
said earnings, nor for any part thereof, within three days after such demand. 

Said afjiant further makes oath and says that he has good reason to believe and does 


UGWCCO TINGE = 8 at ae es Seataeds a te eS 


of and within said County of. sipciiecns ce DEM cc DM cries ssnrinrnssssoe POSSESSION Money, 
credits, or other property belonging to said Defendant which is liable to be attached in this 


AON, AND ooroccneininnnn..thdebted to said Defendant for the earnings above mentioned. 





. If so, insert the words, “the attorney (or agent) of.” 
“Groceries,” (or “Provisions,” or “Clothing,” or “whatever other necessaries) furnished the defendant or his family," o8 the facts may be. 
3. Wf not delivered personally then erase the next seven words and insert “leaving such demand Bb...ccccccscnenthe debtor's ususl place of 
residence,” 





Fig. 32.—Affidavit for attachment and garnishment. 
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Failing to secure payment as demanded, the creditor should 


file an affidavit for attachment and garnishment setting forth 


the facts and conditions of the case and praying for a judgment 


against the garnishee (Fig. 32). 
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The court then issues an order to the person liable for money 


to the judgment debtor, to appear and answer to such liability. 


This serves as a notice to 


This document is sometimes referred to as a ‘‘ Notice of Garnish- 
the garnishee to withhold all property, moneys, and credits in 


ment” or an ‘‘Aid in Execution.”’ 


his possession which are due from him to the defendant until 
further order of the court, and that failure to comply with this 


If, how- 


order renders the garnishee liable to the plainti 
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ever, the defendant is the head and support of a family or of a 


widowed mother, all that the garnishee must withhold is 10 per 


cent of his personal earnings for the preceding 30 days plus 


$2.50 costs (Fig. 33). 


‘OOYSTUIVS JO IOMSUW—'Fe “OTT 


“VINOD FYI JO Japso sayiany ayy 0} ywalqns play aq Avut 
YoIy 83809 Oo'Zs Sid ysvl SAVp A721 OY Sursnp pausva qunowe oy} Jo ques aad OT ydaoxe sSuluavo my [je uty 07 Avd 
Av aaysiusey oy} ‘1oYIOW paMoprMm Jo yaoddns ajos ay} 10 Ajwwey eB Jo yzoddns puv peey ayy si yUepuajep ayy J] “AOILON 


SNQWINIOD JO JAN [edio1un ay3 JO yI9]Q Ayndoq so ayqng AuvjON, 


S24} aouasadd fue we pagrtosqns pun aut a.tofog 02 ULomg 


paubiy 


(-s9MBUB 07 21qQUI[dde jou aAoge Jo AUT yO 9yI2}8 [[Es aaysiuIED) 
*hojdma—hwuw—wano ur jou sv JuDpuajap ay? WOYT 


‘shop fj11y) ysvd 4sD) ay} Bur.unp $ pausva soy junpuafap ay} YT, 


Ce esa Mae ay? UO ajqnivd pup anp aq pm yorym 
$ fo wns ay} UL quDpUafep pros 0} pazqapur—a.v hayj—sr ay WoyL :shvs oym ‘wasay 


soe ee sess" §9Ulod MONT 


aaysiuiDyy) fo samsup 


OLyO ‘snqunjog fo qunog yodiovungy ay? Ur 


SNEWATOD JO ALID 
8S ‘NITHNVYY JO XLNNOD 
‘OIHO dO ALVIS FHL 





In some jurisdictions the garnishee may be examined orally, 


while in others he is 


merely required to file an answer as to his 


Failure of garnishee 


indebtedness to the defendant (Fig. 34). 


to appear or to answer, entitles the plaintiff to proceed against 
him in his own name, in which case the garnishee may advance 


any defense which he might employ in an action against him 


by the defendant. 
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If the debt is admitted by the garnishee, an order is made for 
its payment into court. In some jurisdictions a judgment is 
taken against the garnishee if proceedings are successful, and if 
unsatisfactory, an issue may be framed by the plaintiff and the 
case tried by a Jury. 


APPENDIX 
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DEPARTMENT OF GUARANTEED ATTORNEYS. 


BALTIMORE, MARYLAND. 


Forwarder’s Schedule Bond. 


Know all Men hy these Presents: Tha te UNITED STATES FIDELITY AND 
GUARANTY COMPANY, a body corporate, duly incorporated under the laws of the State of Mary- 
land, having its principal office in the City of Baltimore, in said State (hereinafter called the INDEMNI- 


Tor), is held and firmly bound unto —————________. a 


of the City of — ae in the, Slate Of. = ee eS 
(hereinafter called the ForwarpDEr), in the full and just sum of Five Thousand Dollars ($5,000), law- 
ful money of the United States of America, to the payment of which sum, well and truly to be made, the 
said INDEMNITOR binds itself, its successors and assigns, firmly by these presents. 


Signed, sealed and delivered, this____day of sa 2a bee Su rgi eeem 


Whereas, the InpEMNITOR has delivered to the FoRWARDER a schedule containing the names of 
certain attorneys and firms of attorneys, and will hereafter, from time to time, deliver to said FoRWARDER 
Supplements thereto withdrawing the names of certain of said attorneys or firms of attorneys now ap- 
pearing therein and inserting the names of certain other attorneys and firms of attorneys not now ap- 
pearing therein; the said Schedule and Supplements being, and to be, delivered to the ForwARDER in con- 
nection with and as a part of this obligation, and being hereinafter called “Guaranteed Attorneys List.” 


Now Cherefore, the condition of this obligation is such that if the said attorneys shall faith- 
fully account to the Forwarper for all moneys received by them upon claims or other business placed 
with them by the Forwarper for suit, adjustment or collection, less their proper fees, commissions, au- 
thorized disbursements and expenses, during the term of this obligation or any continuation thereof, then 
this obligation shall be void; otherwise, it shall be and remain in full force and effect, subject, however, 
to the following conditions, viz.: 


First: That this obligation shall oniy remain in force for the term beginning ———_______ 

, 19.___, and ending ee 

unless continued for a longer term by a Continuation Certificate duly executed by the InpEMNITOR and 

delivered to the Forwarper; the effect of such Continuation Certificate or Certificates being to enlarge 
the term of this obligation so as to include the term or terms stated in such Certificate or Certificates. 


Seconp: That the aggregate liability of the INpEMNITOR hereunder shall not exceed the sum of 
Five Thousand Dollars ($5,000). 


Tump: That the liability of the InpemNiror hereunder shall not exceed the sum of Two Thousand 
Five Hundred Dollars ($2,500) by reason of the failure of any individual or firm whose name appears 
in said “Guaranteed Attorneys List” to faithfully account to the ForwarDEr as herein provided. 


FourtH: That this obligation shall not cover claims or other business placed by the FoRWARDER 
with any attorney or firm of attorneys whose name or names do not appear in the “Guaranteed Attor- 
neys List” or Supplement thereto, issued next preceding the time of his or their employment; and no 
liability is assumed by the InpEMNIToR upon any claim or other business placed by the ForwArper with 
any attorney or firm of attorneys whose name or names are designated therein, after notice has been 
published by the Inpemnrror by Supplement, or notice otherwise given to the FoRwARDER, that such 
name or names have been withdrawn. 


FrrtH: That the INDEMNiToR shall not be liable in any case in which the Forwarper has failed to 
notify the INDEwrNITOR, in writing, of the placing of the claim, or other business, with any of said attor- 
neys or firms of attorneys, for suit, adjustment or collection; such notice to be sent by the FoRWARDER to 
the Inpemniror’s office in the City of Beltimore State of Maryland, within ten days from the date of 
the forwarding of such claim or claims or other business to such attorneys or firms of attorneys for suit, 
adiustment or collection. 





Bond of Guaranty issued by the 
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SrxtH: That the InDEMNITOR shall not be liable in any_case where the ForwARDER has failed to 
notify the attorney or firm of attorneys to whom the claim or other business is sent, concurrently with 
the sending of such claim or other business that the Forwarper holds this obligation and has taken his or 
their name or names from the “Guaranteed Attorneys List” or Supplement thereto. 


SeventH: That the INDEMNITOR shall not be liable to the ForwarpER except for pecuniary losses 
within the iimitations and subject to the conditions of this obligation, directly resulting from — 


(a) The embezzlement by an attorney of moneys received by him upon claims or other business 
placed in his hands by the Forwarper pursuant to the provisions hereof; or 


(b) The fraudulent failure to account by an attorney for moneys received by him upon claims, or 
other business placed in his hands by the ForwArpEr pursuant to the provisions hereof; it being expressly 
stipulated that this obligation does not cover losses of any kind or nature arising from the negligence or 
any delinquent misconduct, other than embezzlement or fraudulent failure to account as herein specified, 
or error of judgment on the part of any of said attorneys or firms of attorneys; nor in any event for an 
amount greater than that actually embezzled or fraudulently withheld by any of said attorneys or firms of 
attorneys. 


E1cHTH: That the InDEMNITOR shall not be liable to the FoRWARDER in any case for any act 
or omission on the part of any of the Justices of the Peace, Notaries Public, or Collectors, who 
are noted as such in the “Guaranteed Attorneys List” or Supplements thereto, or attorneys residing 
in Foreign Countries, other than the Dominion of Canada, Paris, France and London, England, 
their names being included in said ‘Guaranteed Attorneys List’’ solely for the convenience of the 
FORWARDER. 


NintH: That written notice of any act or omission on the part of any attorney or firm of attor- 
neys capable of giving rise to a claim hereunder against the INDEMN:TOR shall be given in writing by the 
Forwarber to the INDEMNITOR immediately upon discovery by the ForwArDER of such act or omission, 
and evidence satisfactory to the InpEmNiToR of any claim hereunder shall be furnished by the ForwAzDER 
within sixty (60) days from the date of such discovery; and in the event that this obligation or any 
continuation hereof shall expire by lapse of time without being continued by Continuation Certificate or 
Certificates, or shall be cancelled by the InpEmniTor as herein provided for, then all liability here- 
under shall terminate, except for defaults tneretofore or thereafter within a period of three months dis- 
covered and of which written notice is given to the InDEMNITOR. 


TentH: That the INDEMNITOR may terminate its liability hereunder at any time upon giving 
written notice to the ForwArper by due course of mail, remaining liable, however, for any losses cov- 
ered by this obligation up to the date of such termination. 


E.eventTH: That the Forwarper shall be deemed to have received each Supplement issued by 
the InDEMNITOR unless notice to the contrary is received by the INDEMNITOR at its office in the City 
of Baltimore, State of Maryland, on or before the tenth day of the month for which such Supple- 
ment is issued. 


TweLrtH: That no suit or legal proceedings shall be had or maintained upon this obligation unless 
the same shall have been. commenced and process served therein within one year next after the time for 
furnishing proof of claim as provided for in the Ninth Paragraph hereof. 


THIRTEENTH: That none of the terms hereof shall be deemed to have been waived by or on behalf 
of the InpEmMNiTor unless the waiver be clearly expressed in writing over the signature of its Presi- 
dent or other executive officer, and its seal thereto affixed. 


FourTEENTH: That the Forwarper shall do nothing to prevent the arrest and conviction or the 
disbarment of any of said attorneys for whose act or omission the INDEMNITOR may be liable hereunder ; 
and, upon payment by the InpEMNIToR of the amount of its liability hereunder, it shal] be entitled to 
an assignment of a valid chose-in-action against such attorney for the amount so paid the ForwArDEr, 
and in any case of dispute between the Forwarper and any of said attorneys in which the latter shall 
contend that he is entitled, for fees or as charges, to any sum or part thereof claimed by the ForwarpEr, 
the INDEMNITOR may, at its option, require the FoRWARDER to establish his claim against such attorney 
or firm of attorneys by suit and judgment. 


dun Cestimony Where, the InpEmniTor has caused this obligation to be signed by its President 


and its corporate seal to be hereto affixed, duly attested by its Assistant Secretary, the day and year first 
herein named. 


Ruited States Fidelity and Guaranty Company 


Sh SP ee Sef 


President 


ATTEST: 





Assistant Secretary. 


United States Fidelity and Guaranty Company. 
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INDEX 


A 


Accounts, advertising for sale, 137— 
138 
receiving, for collection, 130 
securing, for collection, 128-129 
Adjusters and collectors, 138-139 
Advice, letter of, to attorney, 163— 
164 
forms (Figs. 24 and 25), 163-164 
Affidavit to claim, 170-172 
form (Fig. 28), 172 
Agency management, 
144-149 
records, 145-149 
claim ledger, 145 
folder file, 145-148 
form (Fig. 23), 146 
settled file, 148 
system, necessity for, 144 
Agency services, collection, 142-143 
charges for, 142-143 
Aid in execution, form (Fig. 33), 182 
Appeal, from decision of lower court, 
175 
Appeals, collection letter, 38-44 
convenience, comparative, 41 
credit standing, 40 
fair treatment, 39 
fear, 42-43 
integrity, 40 
price, saving in, 41—42 
sense of humor, 43 
service, 39 
sympathy, 39 
Applicability, factor in instalment 
collections, 77 
Association of Commercial Agencies 
of America, 102-105 
Code of Ethics of, 103-105 


collection, 


Attachment and garnishment, affi- 
davit for, form (Fig. 32), 181 
Attorneys, and agencies, 153-154 
compensation of, 166 
forwarding claims to, 150-166 
selecting, rules for, 156-157 
out-of-town, 157-159 
shortcomings of, 150-152 
substitutes for, partial, 155-156 
attorney letterhead, 156 
legal department, 155 


B 


Bond of guaranty, 161-162 

form (Appendix), 186-187 
Bonding notice, form (Fig. 12), 113 
Business, collections in, 1-3 


C 


Claim ledger, in management of 
collection agency, 145 
Collection agencies, 87-106 
classification, 98-99 
definition, 87 
effect on debtors, 87 
house, 89-93 
selection of, 99-101 
types of, 93-98 
when to employ, 88-90 
agency practice, 128-141 
advertising accounts for sale, 
137-138 
collecting by draft, 136 
collecting by letter, 130-136 
form, 130-135 
personal, 135-136 
collectors and adjusters, 138-139 
personal demands, 138-1359 


189 


190 


Collection agency practice, final 
notice before suit, 139-141 
form of (Fig. 22), 140 
receiving accounts for collection, 
130 
securing accounts for collection, 
128-129 
telegraph, 136-137 
telephone, 137 
correspondence, 
10-11 
letters, personal, 56-57 
methods, credit department, 9 
il: 
correspondence, 10-11 
personal calls, 9-10 
telephonic communications, 9 
“services,” 106-127 
complete, 113-120 
cost of, 126-127 
non-intervention, 106-113 
partial, 120-127 
types, 106 
value of, 124-126 
systems, 56-68 
instalment, 79-86 
policy in, 57-68 
drastic, 62-63, 66 
factors determining, 67-68 
lenient, 57-62, 64-65 
retail, 57-63 
wholesale, 63-66 
Collections in business, 1-3 
large establishments,45—46 
on instalment sales, 69-86 
problem of, 69 
relation to sales and credits, 3-4 
small store, 45 
the personal element in, 46 
Collectors and adjusters (see Ad- 
justers and collectors). 
Commission, rates of, attorneys, 166 
collection agency, 142-143 
Commodity, nature of, factor in 
instalment collections, 77 
Complete collection “service,” 113- 
120 
draft method, 116-120 


advantages of, 


INDEX 


Complete draft method, The Whole- 
sale Saddlery Association, illus- 
tration of, 116-120 

letter method, 114-116 

Convenience, appeal to in collection 
letters, 41 

Cooperative collection 
tions, 94-97 

advantages of, 96-97 

credit men’s adjustment bureaus, 
95-96 

trade bureaus, 94-95 

Cost of collection ‘‘services,”’ 126— 
127 

Credit Clearing House Adjustment 
Corporation, The, 97, 128-129, 
139 

insurance companies, 97—98 
standing, appeal to in collection 
letters, 40 

Creditors’ lists of attorneys, 165- 

166 
shortcomings, 152-153 

Credits, conservative and selective 

plan of, 5-9 
relation of collections to, 3-4 

Customer, and commodity, relation 
of, factor in instalment collec- 
tions, 78-79 

status of, factor in instalment 
collections, 77 


organiza- 


D 


Darragh Company, The, 123-124 
Demand for 10 per cent of personal 
earnings, 170-171 
form (Fig. 31), 180 
Dignity, style in collection letters, 
31 
Direct demand, type of collection 
service, 122-124 
forms (Figs. 19 and 20), 123-124 
Dishonest practices, collection 
agency, 100-101 
methods of preventing, 101-105 
Commercial Agencies of Amer- 
ica, Association of, 102-105 


INDEX 


Dishonest practices, methods of pre- 
venting, licensing, collection 
agencies, 101—102 

National Association of Credit 
Men, files of, 102 
Draft, collecting by, 136 
method, collecting by, 109-113, 
116-120 
Drastic policy, in collections, 62-63, 
66 
justification of, 63 
Dun, R. G. & Company, 97, 143 


E 


Equanimity, style in collection 
letters, 31-32 


Exemption, 177 
F 


Factors in collection problem, 4-9 
credits, conservative and selec- 
tive plan, 5-9 
sales, sane system and practice, 
4-5 
in collection systems, 67-68 
Fair treatment, appeal to in collec- 
tion letters, 39 
Fear, appeal to in collection letters, 
42-43 
Folder file, in management of col- 
lection agency, 145-148 
Form letters, types, 45-55 
mimeographed, 51—52 
multigraphed, 52-54 
printed, 52 
notices, 48-51 
typed, individually, 54 
paragraphs, 54-55 


G 


Garnishment, 179-183 
forms (Figs. 31, 32, 33, and 34), 
180-183 


H 


House collection agencies, 89-93 


191 
I 


Independent collection agencies, 93— 
94 
Initial demand, type of collection 
service, 120-121 
Instalment collection systems, 79— 
86 
collections, factors determining, 
76-79 
applicability, 77 
commodity, nature of, 77 
customer and commodity, rela- 
tion of, 78-79 
status of, 77 
houses, types of, 70-71 
price, 69-70 
sales, collections on, 69-86 
methods of, 71—73 
success in, essentials of, 73-76 
records, 73-76 
reselling, 76 
salesmen, supervision of, 73 
Integrity, appeal to in collection 
letters, 40 


J 


Judgment, entering of, 175 
execution of, 176 
request for writ of, form (Fig. 
30), 176 


Kk 


Kemble & Mills of Pittsburgh, Inc., 
122-123 


L 


Law lists, 159-166 
compilation of, 159 
contents, 159-160 
guaranteed, 161—166 
use of, effective, 162-166 
forms (Figs. 24, 25, and 26), 
163-165 
users of, protection to, 160-162 
bond of guaranty, 162 


192 
Legal department, substitute for 
attorneys, 155 
Lenient policy, 57-62, 64-65 
arguments for, 61-62 
Letter, appearance of, 15-19 
last day, type of collection serv- 
ice, 121-122 
forms (Figs. 17 and 18), 122-123 
method, form of collection ‘‘serv- 
ice,’ 107-109, 114-116, 120— 
122 
problem of, 14 
style, 30-35 
dignity, 31 
equanimity, 31-32 
originality, 38-35 
tactfulness, 32-33 
writing, important features, 15- 
44 
appeals, 38-44 
appearance, general, 15-19 
central idea, 25-26 
correctness, 20-22 
length, 22-25 
sequence, 26-29 
style, 30-35 
usage, 20 
Letters, two kinds, 13-14 
Licensing collection agencies, 101— 
102 
Litigation, appeal, 175 
garnishment, 179-183 
judgment, entering of, 175 
execution of, 176 
petition, filing of, 170-171 
pleadings, 174-175 
procedure in, 169-184 
return, the, 177-178 
summons, 173 
supplementary proceedings, 178 
trial, 174-175 


M 


Management, agency, collection (see 
Agency management, collec- 
tion). 


INDEX 


Mercantile agencies, type of collec- 
tion agency, 97 

Mimeographed letters, type of form 
letters, 51-52 

Multigraphed letters, type of form 
letters, 52-54 


N 


National Association of Credit Men, 
files of, 102 
Non-intervention collection service, 
106-113 
draft method, 109-112 
letter method, 107-109 
United States Fidelity and Guar- 
anty Company, The, illustra- 
tion of, 107-113 
Notice before suit, final, form (Fig. 
22), 140 
bonding, 164-165 
form (Fig. 26), 165 


O 


Originality, style in collection let- 
ters, 33-35 


ir 


Partial collection “‘service,’’ 120-127 
direct demand service, 122—124 
initial demand plan, 120-121 
last-day letter plan, 121-122 

Personal calls, in collections, 9-10 
collection letters, 56-57 

Petition for judgment, filing of, 

170-171 
form (Fig. 27), 171 
Pleadings, 174-175 
Policy, in collection systems (see 
Collection systems, policy in). 
Price, savings in, appeal to in collec- 
tion letters, 41—42 
Printed letters, type of form letters, 
52 
notices, 48-51 
collection reminders, forms (Fig. 
5), 50 


INDEX 


Printed notices, formal statement 
of due date, forms (Figs. 3 


and 4), 49 
general notice, form (Fig. 1), 
47 
polite reminder, form (Fig. 2), 
48 
R 


Records in management of collec- 
tion agency, 145-149 
instalment sales, essential of suc- 
cess in, 73-76 
Reselling, instalment sales, essen- 
tial for success in, 76 
Retail collection systems, 57-63 
Return, the, 177-178 


S 


Sales methods, instalment, 71-73 
relation of collections to, 3-4 
sane system and practice of, 4-5 
Salesmen, supervision of, in instal- 
ment sales, 73 
Selection of collection agencies, 99— 
101 
Sense of humor, appeal to in collec- 
tion letters, 43 
Service, appeal to in collection let- 
ters, 39 
Settled file, in management of col- 
lection agency, 148 
Settlement, forcing a, 167-183 
litigation, 169-183 
preliminary measures, 167-169 
Statute of Limitations, 174-175 
Summons, form (Fig. 29), 175 
serving of, 173 
Supplementary proceedings, 178 
Surety business, development of, 
161-162 ; 
Sympathy, appeal to in collection 
letters, 39 
Systems, collection, 56-68 (see Col- 
lection systems). 
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. 


Tactfulness, style in collection let- 
ters, 32-33 
Telegraph, means of collection, 136— 
137 
Telephonic communication, means 
of collection, 9, 137 
Trial, 174-175 
Typed letters, individually, type of 
form letters, 54 
Types of collection agencies, 93-98 
cooperative, 94-97 
credit insurance companies, 97—98 
independent, 93—94 
mercantile, 97 


U 


United States Fidelity and Guaranty 
Company, The, collection ser- 
vice, 107-113 

advance notice of draft, form (Fig. 
10), 110 
bond of guaranty, 161—162 
bonding notice, form (Fig. 12), 113 
draft, form (Fig. 11), 112 
letters, collection, first, form (Fig. 
7), 108 
second, form (Fig. 8), 109 
third, form (Fig. 9), 110 


V 
Value of collection “services,” 124— 
126 
W 
Western Union Telegraph Company, 
The, 136 


Wholesale collection systems, 63-66 
Saddlery Association, The, 116— 
119 
acknowledgment of claim, form 
(Fig. 16), 119 
advance notice of draft, form 
(Fig. 13), 116 
draft, form (Fig. 14), 117 
notice of draft sent, form (Fig. 
15), 118 
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